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New Booklet of 
Utility Investments 


Unusually attractive re- 
turns are obtainable by the 
investor from Bonds, Notes 
and Preferred Stocks of 
tested stability described in 
our new 32-page booklet, 
which we will send on 
request. 


Please ask for Booklet F-1 
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Backed by large and growing equities. 
Dividend earned 4% times over. 24,000 
Holders of record indicates wide dis- 


tribution, broad market and confidence 
of investors. 


Returns, at present price, more than 
9% 
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FACTS WORTH 
CONSIDERING 


Our columns are reserved for only those 
firms whose methods can stand the most 
thorough investigation. 


If it were possible to exhibit the hundreds 
of letters received from subscribers assur- 
ing us of their confidence, many investment 
bankers and brokers would quickly realize 
the advantage of advertising in our columns. 


A short time ago one of the prominent advertis- 
ing agencies in New York was asked by a client for 
an opinion as to the value of THE FINANCIAL 
WORLD as an advertising medium. The reply, 
which tells its own convincing story, was as fol- 
lows: 


“The Financial World is a medium 
which we regard highly because of 
the confidence it is known to have 
with its readers.” 


—and it resulted in a contract being placed. 


You are after results—ours is the medium to put 
you in touch with them. Why not investigate our 
ability to serve you profitably? 


THE FINANCIAL WORLD 
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Start the New Year 
to Advantage ! 


E average price of 50 Stand- 

ard Railroad and _ Industrial 
Securities at the close of the year 
for the last decade is reported as 
follows: 





I a ecata: ar assy aa och. 8g «miacneo a 77.00 
SC ee eee io 78.20 
IE Pe TT 68.00 
LY a ee oe 60.20 
| ER eee 91.50 
ee epee 88.22 
MIE a cs ng Gente 4s aoe éc 65.88 
NE di eras bars rein a ee ae 73.39 
PE tisek ta tecaceweeumes 89.69 
WEN Wa a KO Sosa ewan ewes 67.00 
*Dec. 29. 


The above table clearly proves 
the comparatively low level of se- 
curity prices today. 

We present eighteen selected 
issues in our January List which 
we consider attractive at present 
prices. 


Write for List 202 
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OULND BUNDS 


Carefully selected issues from 
most attractive on market: 


Governments 
Railroads 

Utilities 
Industrials 
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Long Term Bonds 


To yield 6% to 8% 
Send for List F 
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Start FARM 
‘Ver} MORTGAGES 


New Year 


Right Again Stand Out in Bold Relief 
in Their Inherent Virtue 

















Despite the tremendous shrinkage in the value of stocks | 
and bonds, Farm Mortgages have never deviated one penny 
and continue to be worth Par and Accrued Interest in the 
face of the most acute financial readjustment, war or indus- 
trial depression. 


They will be worth Par always. 


Nearly half a billion dollars was lost to investors during 
1920 in 31 stocks, listed on the Chicago Stock Exchange. 


Even more sweeping declines have occurred in many of 
the industrial stocks listed on the New York Stock Exchange. 


The moral of this tremendous shrinkage of value 1s 
obvious. 


Invest in non-fluctuating non-speculative Farm Mort- 
gages and insure your income against loss. 


Farm Mortgages represent character and safety. They 
are the great life insurance companies’ preference; the 
widow’s best friend. 


Farm Mortgages are an indestructible security netting 
7 per cent per annum. 


For 36 years we have dealt exclusively in Farm Mortgages. 


Send for our booklets “Why Collins. Farm Mortgages Are 
Safe” and “As Others See Us.” 


They will tell you all about Farm Mortgages and the 
superior dependability of our offerings. 


The F. B. Collins Investment Company 


Members Farm Mortgage Bankers Association of America 


727 MONADNOCK BLOCK, CHICAGO 
Home Office: Oklahoma City, Oklahoma 
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The Financial World was established to ‘diffuse “the truth about investments, has constantly maintained 
this attitude, and will continue to do 60, cette tn te elie’ thet oo ieee 00 & ings to tiie teen 
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it can count upon the support of the investing public 
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The Unscrambling of Reading 


One of the Most Complicated of Forced Corporate Dissolutions; Some Phases 
Illuminatingly Discussed; the Assets for the Stock 


HE unscrambling of the Reading 
properties undoubtedly presents 
more legal difficulties than in the 
case of any of the large corporations 
that have been forced to split up be- 
cause of the Sherman anti-trust law. 
Just how the dissolution plan will be 
worked out is still a dark secret, in fact 
it is by no means sure that the final de- 
tails have been definitely decided upon. 
This analysis, therefore, will make-no 
attempt to forecast just what the plan 
will be but will be limited to showing 
just what difficulties must be overcome 
in divorcing the various properties and 
to giving an estimate as to the value of 
the asests involved. 
The Reading Properties 
The Reading Company is both a 
holding and a proprietary company. It 
owns stocks in railroad and mining 
companies and it owns in its own name 
real estate and railroad equipment. 
Its holdings can be classified under 
the following eight heads: 


1. Practically the entire stock of the 
Philadelphia & Reading Railway Co. 


2. Fifty-three per cent of the stock 
of the Central Railroad of New Jersey. 


3. Railroad and floating equipment. 
The Reading Co. owns and leases to the 
Fhiladelphia & Reading Railway Co. 
all the equipment the latter uses. 


4. Real estate, consisting principally 
of Philadelphia water frontage, used 
in connection with transportation. 


5. Practically all the stock of tne 
Philadelphia & Reading Coal & Iron 
Co. 


6. A large stock equity in the Lehigh 
& Wilkes-Barre Coal Co. through the 
Reading Co.’s holdings of the Central 
Railroad of New Jersey stock. 


7. The entire capital stock of the 
Reading Iron Co. 


8 Various securities of other com- 


By FRED L. KURR 








HERE were current in the 
Street, last week, rumors to 
the effect that the plan for 
dissolution of Reading would be 
handed to the court before the end 
of the year, although the date of 
expiration of the time given for 
the filing of the proposed segrega- 
tion scheme does not expire until 
next Saturday. 


A careful examination of the 
points brought out by Mr. Kurr 
will aid materially in a better and 
clearer understanding of what is 
one of the most important corpor- 
ate reconstructions in the history 
of the country. 








pany’s, consisting principally of bonds 
of subsidiaries of the Philedalphia & 
Reading Railway Co. 


Capitalization of the Reading Co. is 
as follows: Bonds and equipment trust 
certificates, $133,153,315; Ist preferred 
stock, $28,000,000 (par $50) ; 2d preferred 
stock, $42,000,000 (par $50); common 
stock, $70,000,000 (par $50). 


One of the difficulties in arriving at 
a conclusion as to what Reading com- 
mon stock might be worth in a dis- 
solution of the company lies in the un- 
certainty as to how the bonded debt of 
the company will be treated. The 
largest bond isue is the Reading Co.- 
Philedalphia & Reading Coal & Iron 
Co. general mortgage 4s, due 1997, of 
which issue there are $96,524,000 out- 
standing. This mortgage is a lien on 
the assets of both the Reading Co. and 
the Philadelphia & Reading Coal & 
Iron Co. and the collateral securing 
these bonds includes the capital stock 
of the Philadelphia & Reading Railway 
Co. While it is as yet uncertain how 


these bonds can be treated under the 
dissolution, it is the opinion of one 
legal interest that has looked into the 
situation that the holders of these gen- 
eral 4s could be obliged to accept in 
lieu of cash equivalent stocks and 
bonds or trustee’s certificates repre- 
senting stocks. It is believed that this 
can be done for the reason that the 
Reading Co. has been held an illegal 
corporation by the United States Su- 
preme Court, and that, therefore, all 
its instruments, as far as they aid in 
the combination, are illegal. While the 
ordinary obligations to bondholders 
cannot be avoided, it is not believed 
that the court will allow technicalities 
of the trust deed to obstruct the dis- 
solution. 


This is a legal point that is undoubt- 
edly giving the attorneys of the com- 
pany room for plenty of thought, as 
every effort will be made to present a 
plan that will not open the doors to 
any further litigation. 


Position of the Collateral 4s 


The Reading Co.-Jersey Central col- 
lateral 4s, due 1951, are callable at 105 
upon six months’ notice. There are 
$23,000,000 outstanding. The collateral 
consists of $14,500,000 Jersey Central 
stock and two other small blocks of 
railroad stock. A valuation of 160 for 
Jersey Central stock is sufficient to 
cover the par value of the bonds, out- 
side of the other collateral. A con- 
servative valuation of Jersey Central 
stock is $200 to $250 a share, so that it 
is unlikely that this collateral will be 
surrendered to the bondholders. There 
is a good possibility that these bonds 
may be called, although some other 
way out may yet be found. That the 
Keading-Jersey Central 4s are more 
likely to be retired than the Reading- 
Philadelphia & Reading Coal & Iron 
general 4s is indicated by the market 




















price of the bonds, the former selling 
around 90 and the latter around 79. 


Central Railroad of New Jersey has 
outstanding $43,924,000 5% bonds due in 
1897 and non-callable, secured by mort- 
gage on the railroad property and by 
deposit of $7,850,000 stock of the Lehigh 
& Wilkes-Barre Coal Co., out of $8,- 
489,000 owned by the Jersey Central 
and $9,210,000 outstanding. The inden- 
ture permits the substitution of col- 
lateral, and the approximate value of 
the Lehigh & Wilkes-Barre stock under 
the mortgage is $35,000,000. Jersey Cen- 
tral has sufficient free collateral to 
make a substitution so that this par- 
ticular mortgage offers little obstacle 
to the dissolution. 


The New Jersey Public Utility Com- 
mission has recently granted the re- 
quest of the Central Railroad of New 
Jersey to make this substitution of col- 
lateral. 


The Preferred Stocks 

After the bond question has 
ironed out the next difficulty that pre- 
sents itself is, what part the preferred 
stocks will play in the dissolution? 
This has a most important bearing on 
value can be placed the 
common stock. In the first place the 
second preferred stock is convertible 
half into first preferred and half into 
common stock at the option of the 
company. In the second place, and 
this is the most important point, under 
the law the preferred 
stock of a corporation incorporated in 
that state is entitled, in case of liqui- 
dation of the company, to 
equally with the common stock, if there 
is nothing to the contrary stated in 
the articles of incorporation. 
ing to the best legal opinion this is the 
status of the Reading preferred stocks 
That is why the listing application for 
the voting trust certificates in 1897 
differs from the listing application for 
the stocks in 1904. In the latter appli- 
cation appears this reference: “The 
preferred and common stocks have 
equal voting power and in liquidation 
or dissolution of the corporation will 
share equally in pro rata distribution 
of assets.” 


been 


what upon 


Pennsylvania 


share 


Accord- 


Reading first and second preferred 
stock are redeemable at par at the 
option of the company. There are, 
however, several very good reasons 
why this may not be done. In the 
first place it would necessitate the rais- 
ing of a large amount of cash. In the 
second place no such action could be 
taken unless the large blocks held by 
the New York Central and the Balti- 
more & Ohio voted in the affirmative. 
New York Central and Baltimore & 
Ohio own between them $12,130,000 first 
preferred out of a total of $28,000,000, 
$28,530,000 second preferred, out of a 
total of $42,000,000, and $19,854,000 com- 
mon out of a total of $70,000,000. It can 
be seen at a glance, therefcre, that the 
interests of these two large corpora- 
tions is decidedly with the preferred 


4 


shares, and that if it is to the best in- 
terests of the preferred stockholders 
that the stock be not retired, the vote 
of these two interests’ may block any 
such action. 


There are legal difficulties here, also, 
that might cause future litigation. For 
example, if the preferred stocks are re- 
tired at par, preferred stockholders 
might hold the action illegal because of 
the fact that it was taken after the 
company had been ordered dissolved by 
the Supreme Court. 


Value of Assets 

In view of the uncertainty as how 
the bonds and preferred stocks will be 
treated under the dissolution plan it is 
obviously impossible to give any esti- 
mate as to the value of the common 
stock. The most that can be done is to 
estimate the value of the assets that 
may be expected to be distributed and 
with that as a basis arrive at the vari- 
ous figures that the common may be 
worth depending on how the other se- 
curities are treated in the dissolution 
plan. 


equity in the Wilkes-Barre Coal Co A 
valuation of $250 a share for Jersey 
Central stock would appear to be a 
truer estimate of its actual value, and 
on this basis Reading’s holdings would 
be worth $36,000,000. 


The Coal Properties 


Of all the asests that Reading owns 
the most difficult to value is the Phila- 
delphia & Reading Coal & Iron Co. 
Based on this company’s earnings for 
the past fifteen years, the indicated 
value of the property would be a figure 
which would seem entirely too low 
when the fact is considered that the 
company owns some 2,000,000,000 tons 
of mineable anthracite coal. In past 
years this company has put a great deal 
of money back into the property. The 
effect of this policy is beginning to 
show results in largely increased pro- 
duction and larger profits. For ex- 
ample, in 1915 production of anthracite 
was only 28,476,167 tons, whereas in 
1918 it had increased to 54,218,911. There 
is no doubt but that this increased 
capacity has come to stay, and an un- 











Reading’s Balance Sheet 


Assets 
Philadelphia & Reading Railway stock..............ccccccccccecccccce $85,000,000 
Maticoad atid floating GGUIPMENt... .....00<cccccccecsvcccnceccccecccese 68,309,899 
EE PR ATR BRI Rg OLR PERE Ds denna a LE ies 2 16,753,892 
Central Railroad of New Jersey (including Lehigh & Wilkes-Barre 
PEERED Tea Ria On ROMA Ea aww ban pate ante eo hree ta Sak weke chs 36,000,000 
Prageipnia ee me eadme Coal Tri 660 oc vb asic occa secueesescadaeees 75,000,000 
I ag thee oC bheic bike aie 22,791,553 
SeeAe ot OAC ANNA PASTRIES sn isd i): civ caw Sesuaw EN eeua das boat ekeaeeeewuds 65,000,000 
DAME Se ChE uk cca erie D els + cde Rob eS OO eT we each ease oe $368,855,344 
Liabilities 
Bonded debt and equipment trust certificates...............cccceeeoes $133,153,315 


3alance of assets represented by common and preferred stocks...... 235,702,029 








Let us consider first the stock of the 
Philadelphia & Reading Railway Co. 
For the past fifteen years this com- 
pany has earned an average of about 
20% per annum on its capital stock. If 
a well maintained and well managed 
railroad can average over a Jong period 
of years 10% on its stock, especially if 
the capitalization is conservative, the 
stock under normal market conditions 
for railroad securities can be estimated 
as worth par. On this basis this Phila- 
delphia & Reading Railroad stock 
would have a value of about $85,000,000. 

Placing a value of $200 a share on the 
stock of the Central Railroad of New 
Jersey, which is about its present 
market level, Reading Co.’s 53% in- 
terest would be worth $29,000,000. This 
price for Jersey Central stock, how- 
ever, appears to be largely under its 
true value, and as is the case with all 
railroad securities is far under the 
prices that it has commanded in the 
past. When the fact is considered that 
Lehigh & Wilkes-Barre Coal Co. stock 
will also have to be distributed under 
the Supreme Court ruling and that the 
valuable equities in this property will 
in part come to the Reading stock- 
holders, it would seem that a larger 
valuation should be placed on the Jer- 
sey Central stock, which includes the 


coubtedly fairer valuation of the prop- 
erty on the basis of earnings is to con- 
sider only the past few years. In the 
three years ended Dec. 31, 1919, Phila- 
delphia & Reading Coal & Iron Co. 
showed earnings equivalent to about 
6% on a valuation of $75,000,000, and in 
view of its immense coal reserves and 
the bright outlook for the coal business 
this would appear to be a conservative 
valuation. 


Miscellaneous Assets 


The asests of the Reading Iron Co. as 
ef Dec. 31, 1919, totaled $22,791,553 
(book value)., This is believed to be a 
conservative valuation. 


The value of the equipment of the 
Reading Co. as of Dec. 31, 1919, was 
$68,309,899, according to the company’s 
books. 


Reading Co. has carried its real es- 
tate holdings at about $16,000,000 for 
the past 22 years. This property has 
undoubtedly improved in value, but as 
the company’s actual earnings from 
this property has not been large, it 
would not be placed at more than the 
book value. 


There 
Reading’s 


remains to be considered 
miscellaneous holdings of 
(Concluded on page 28) 


The Financial World 




















Why the Utilities Are Backward 


An Explanation of the Apathetic Attitude of the Public Toward Public Utility 
Securities, An Ideal Form of Investment 


By MORRIS K. PARKER 


Vice-President, Equitable Trust Co., New York 


somewhat apathetic attitude of in- 

vestors toward public utility in- 
estments, it is perhaps necessary to 
consider the history of this type of in- 
vestment. 


1: order to understand the present 


Public utilities, supplying as they do, 
primary needs of nearly every member 
f the community, with general absence 
f competition, with growth of business 
oincident with growth of population, 
with valuable but inexpensive assets in 
state and municipal franchises—all 
these elements would make this form 
»f investment almost ideal for a large 
number of small investors. 


That such investment is not at the 
moment looked upon with favor is due 
to causes not easily to be analyzed. Of 
‘ourse during the years of the war the 
increasing cost of operation had re- 
fuced the profit earning possibilities, 
and this in itself, would tend to make 
investors apprehensive. But this is a 
condition which with good will on the 
part of the public could have been, and 
ilready is, being largely corrected. The 
Public Service Commissions have shown 
an increasing liberality of attitude tow- 
ard the needs of operating companies, 
and have quite generally throughout 
the country made concessions by in- 
creased rates to meet these conditions. 


More important, however, than these 
temporary conditions, and even before 
the war conditions accented them, the 
attitude of the public had been grow- 
ing increasingly indifferent to this form 
of investment, and unless the condi- 
tions underlying this attitude can be 
understood and the causes of the in- 
difference eliminated, it will be difficult 
to restore and create increased con- 
fidence in public utilities as to a desir- 
able form of investment. The primary 
condition which must be corrected it 
seems to me, is the general distrust on 
the part of the public served, of the 
methods of public utility companies. 
Up until twenty years ago, public util- 
ity companies were largely local af- 
fairs. The companies had been inaug- 
urated in many cases by speculative 
promoters whose principal interest was 
in the creation of securities which 
could be sold to the public. Generally 
the funds for the first development of 
the company were realized through the 

e of bonds locally. The engineering 
aud accounting methods were crude; 
no arrangement was made for deprecia- 
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tion or obsolescence in an industry 
where such features should have re- 
ceived special consideration. As a re- 
sult, the securities junior to the bonds 
seemed to have much larger earnings 
than proper methods of accounting 
would have indicated. Such largely 
fictitious profits were immediately 
capitalized as a basis for more financ- 
ing and the manufacture of further is- 
sues of salable securities. This was 
done largely through the creation of 
holding companies. Such companies as 
a rule took over the common stocks of 
local operating companies and used 
these common stocks as collateral for 
the issues of securities of the holding 
company. This necessarily created an 
additional load on the operating com- 
panies which they were not in position 
to bear. 


As stated above, these net earnings 
used as a basis for such financing were 
really fictitious, and the realization of 
this fact made conservative bankers be- 
lieve that the industry as a whole was 
not deserving of serious consideration 


until this uncertain structure was re- 
built. 


In the meantime Public Service Com- 
missions had been created in many im- 
portant states, but due to the same 
lack of proper accounting, these com- 


missions received exaggerated ideas of 
the earning capacity of public utility 
properties and hence the disposition to 
restrict their development in both 
proper and improper ways. The Public 
Service Commissioners were in the 
carly days undoubtedly ignorant of the 
necessities of the industry, but the op- 
erators of the properties were equally 
ignorant, and were basing their finan- 
cial, and in many instances, their phys- 
ical development, on false premises. To- 
day the condition of the utility prop- 
erties and of the attitude toward these 
properties on the part of the public 
is largely the result of the early condi- 
tions described. The cure must neces- 
sarily be correction of the fundamental 
causes in so far as they still exist. This 
creation of the proper attitude on the 
part of the public is actually much 
simpler today than it has ever been, 
and it. would seem to be the problem 
of public utility companies to do every- 
thing in their power to foster this new 
attitude. 


The real cost of operating public 
utilities is understood by the public 
better than ever before. The bugbear 
of municipal ownership is largely ex- 
tinct. The good will of the public ser- 
vice commissions has been enhanced. 
All present conditions point to a new 
and favorable attitude on the part of 
the public toward the public utilities 
which serve them. It is the problem 
and duty of the public utility compan- 
ies themselves to do everything on 
their side to justify and enhance this 
new attitude. Steps in this direction 
have already been taken by many pro- 
gressive companies throughout the 
country, and this effort must be gener- 
al before the fundamental conditions 
can be made favorable. 


In almost every other industry good 
will has long since been realized to be 
the most valuable asset a corporation 
can own. When public utility compan- 
ies realize that their most valuable as- 
set is the same good will, and that the 
best way to create this good will is not 
only by proper engineering, but by 
sound business methods, forward look- 
ing physical development, genuinely 
conservative accounting and financial 
methods, then, and then only, will se- 
curities of public utilities take the place 
that they fundamentally deserve, and 
bankers and investors will be quick to 
realize their opportunity for profitable 
investment in this field. 
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The Nation’s Opportunity 
By Elbert H. Gary 


Head of America’s Greatest Industry 


If I read aright the signs of the 
times, we may look forward with 
confidence to marked improvement 
in business results, perhaps not so 
soon or so rapid as we could wish, 
but as certain and as satisfactory 
as the disposition and the action of 
the majority of the people them- 
selves will permit. 


With its great and increasing 
wealth, its natural resources, its 
productive capacity, its location, 
and with a well-defined and settled 
policy to foster and encourage its 
industries, who can measure the 
future natural growth and strength 
of the United States? We have the 
opportunity to remain the leading 
nation of the world, financially, 
commercially, and ‘industrially. 





CAPITAL TO DROP 


In the Street one hears the doubt ex- 
pressed that the coming year will show 
any decline in 


material the price of 


capital. We do not hesitate to declare 
that capital has to fall in price and that 
there is no way on earth of avoiding 
the fall, unless it might be by wiping 


out capital altogether. 


One of the most serious mistakes any 
reader can make is to assume, or to al- 
low any pessimist to “put over” the 
argument, that security prices will fol- 
That the bond 
market must before long have a sus- 
tained upward turn is to be expected, 
if for no the fact 
that business depression is certain to 


low business conditions. 


other reason than 


release a investment 


funds. 


large amount of 
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PURE OIL 


An object of bear attacks recently 
has been Pure Oil, which recently was 
one of the outstanding weak spots in 
the list. The West, where large blocks 
of the stock are held, is known to take 
a rather blue view of the business sit- 
uation and is selling stocks for that 
reason. A good share of recent liqui- 
dation of Pure Oil has come from that 
quarter. The bear attacks have been 
satisfactorily met by buying on the 
part of interests that are said to have 
been protecting the market for Con- 
solidated Gas. 


COSDEN OIL 


Last week there was some good pur- 
chasing of Cesden Oil, apparently for 
the account of those who have been 
watching and keeping close tabs on the 
affairs of this company. It is remarked, 
in connection with Cosden, that there 
can be no question about the struc- 
tural soundness of the company. It 
is maintained, for example, that it never 
has been looked upon as over-capital- 
ized, and, also, that the assets behind 
the stock are easily worth three times 
the present selling price of the stock. 














WINSOR McCAY’S SERMON ON 


FEAR 





JUST A STATE OF MIND 


Just a State of Mind 


HE little mouse, “Fear of the 
Future” has the big elephant 


“The Giant Business” wor- 
ried. One can see that by the eyes 
of the elephant, and by the sugges- 
tion of the poised front foot, and 
the tail, taut and nervous. 


Winsor McCay has won for him- 
self indisputable place as one of 
the country’s greatest preachers in 


pictures. His sermons are power- 
ful. He strikes home to the heart 


of his subjects. 


In the cartoon here reproduced, 
Mr. McCay contributes a dynamic 
sermon on “fear” to the campaign 
of the New York American to 
keep business normal. 


The moral is obvious. “Fear”’— 
tiny and harmless, of itself, has 


Business worried! What a com- 


mentary ! 


Fear never was anything but a 
state of mind! It is the negative 
of everything logical, true and 
right. 


We laugh now at our tremblings 
in the dead of night when, as chil- 
dren, we fancied the goblins were 
crowding down upon us from some 
fanciful place that existed only in 
our childish imaginations. 


Tomorrow Business will laugh at 
the brooding fear that now holds 
it in nervous suspense and trem- 
bling. 


Think of it—the richest, most re- 
sourceful nation on earth worried 
by the tiny Mouse of Fear! 
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Industrials 


American Woolen—Liquidation was 
pronounced in Woolen, which gradu- 
ally sank to around $55 a share. It is 
reported that much of this selling emi- 
nated from members of the recent syn- 
dicate which underwrote a large block 
of the company’s stock just previous 
to the beginning of the deflation, and 
had to take their allotment over. Of 
course such selling on a weak market 
has a tendency to depress the shares. 
The stock firmed up at the week end. 


Chandler Motors.—Weakness has de- 
veloped in Chandler stock driving the 
price down to around $60. Its reac- 
tionary tendency is symptomatic of 
what ails most of the motors. As the 
stock was closely controlled by parties 
who have made a lot of money out of 
it in the past it rebounds quickly when 
buying sets in. Another reason for its 
display of underlying strength is the 
fact that the company has built up 
such a good surplus it is well fortified 
to meet the set back that has occurred 
in the motor industry. 


Corn Products—All doubt regarding 
the company’s dividend policy was 
dispelled when the directors not only 
recomended the regular payment but 
in addition tacked on fifty cents a 
share extra, which will come to the 
shareholders as an unexpected Xmas 
gift. This brings the total of the com- 
mon dividend up to 6%, and probably 
it would have been much larger in 
view of the substantial surplus the 
company was able to accumulate last 
year were it not for the feeling of 
caution and the necessity of maintain- 
ing a comfortable financial position. 
The stock acted well in anticipation of 
this favorable action. 


Crucible Steel—When the company 
paid nearly 80% in stock dividends plus 
its cash payments the apex of its stock 
market prosperity was touched. It may 
now take some good years to again 
get back to this position. Today Cru- 
cible Steel is selling on the same basis 
as the other steels. If they cannot 
make much money it is not expected 
that it is favored by any special forces 
which would take it out of the ordinary 
classification. There is no reason why 
it should sell any higher than U. S. Steel 
common. 


Famous Players-Lasky.—Curtailment 
in the moving picture world is self- 
evident. The business has now reached 
a point where it is no longer profitable 
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to engage high salaried talent and pay 
extravagant salaries. This explains 
why so many celebrities of the stage 
are deserting the films. The moving 
picture companies are going through a 
readjustment of their own. Some of 
the producers have curried Germany 
for plays on which no large royalties 
are paid and which were obtained very 
cheaply and this competition is also 
cutting into the profits. This is what 
accounts for the weakness in the shares 
of the Lasky company which have 
-dropped to around $5. 


General Motors.—Prospect for the 
continuation of the dividend at the 
present rate cannot be _ considered 
bright. In view of the generally bad 
conditions in the motor industry it 
may even be considered a more con- 
servative course to defer action until 
the skies clear, as the present financial 
control is not committed to the policies 
of the former management. Confront- 
ing this uncertainty it cannot be said 
that the stock which is selling at $130 
a share on the old basis, and $13 a share 
on the present one is cheap. Contrast- 
ing the price with stocks of equai 
standing in the industrial field it is 
rather high. 


New York Air Brake—Any rumor 
reflecting upon dividends of corporations 
seems at the present time to be a good 
weapon for the bears, especially when 
it is directed at a stock with a limited 
market. This is what happened one 
day last week in New York Air Brake, 
when upon sales of only 3,400 shares 
the stock was forced down more than 
$6 a share. If all that is said about the 
company’s good earnings is true there 
was no special reason for such an 
abrupt decline. 


Pressed Steel.—A comparison between 
the decline undergone by the average 
industrial during 1920 and that of 
Pressed Steel calls attention to the 
underlying strength of the stock. Its 
high mark was 113, while last week it 
sold around 75. The same firmness is 
marked in the other good equipment 
shares. The spread between the maxi- 
mum and minimum is $38, which would 
not take long to recover in a good and 
steady market. It is asserted that the 
business of the company is all that 
could be asked at this time of the year, 
and no reason exists for not maintain- 
ing the present rate of dividend. The 
need on the part of the railroads for 
equipment remains urgent. Much of it 
is expected to be satisfied during 1921. 


Replogle Steel—While the decline in 
the stock during the past week was 
precipitate, going down as low as $30, 
it cannot be said that the movement 
revealed any special weakness. The 
company as yet is just bringing its fur- 
naces to completion so that it can 
actively begin making steel. There is 
no special reason why it should have 
sold higher than Midvale Steel, a com- 
pany that has already established it- 
self in the steel industry and which 


. could be bought around the same 


price. We are in a market that care- 
fully weighs values now; not one 
where hopes are expressed in stock 
quotations, rather than _ realities. 
Replogle was so tightly held by the 
original promoters that the price of 
the shares until recently was largely 
controlled by them. Then the banks 
made it necessary to take up loans, and 
that meant a loosening of the pool’s 
grip on the stock and its falling more 
into line with the existing market 
values. 


Sears-Roebuck—Some strange state- 
ments to explain the decline in stocks 
some times make their appearance in 
the newspapers. One of such charac- 
ter was that the recent selling of this 
stock could be ascribed to poor col- 
lections in the West and South, a con- 
dition which has been aggravitated by 
bank failures. Probably the writer 
of this opinion was not aware that 
Sears-Roebuck business is done strict- 
ly on a cash basis, which enables the 
company to sell its merchandise on a 
very small margin of profit. 


U. S. Rubber.—However optimistic 
the feeling is in certain quarters chat 
the eight per cent. dividend on U. S. 
Rubber common will be continued the 
quotation for the stock around 57 seems 
to say with equal positiveness that it 
won't be done. The hope is held out 
that the footwear and mechanical rub- 
ber business may make up such losses 
as are sustained in the tire end, but 
in that connection it must be born in 
mind that prices there have had to be 
cut just as is the case in all commod- 
ity lines. During the past year the 
company paid two substantial stock div- 


idends and on top of that sold an is- 


sue of $20,000,000 seven per cent. notes, 
all of which call for increased fixed 
charge and more money on a larger 
common capital outstanding. In a few 
days it will be known whether the di- 
rectors consider conditions warrant the 
present dividend. Its payment would 
come as a suprise. 




















U. S. Steel—While the independents 
have closed down a considerable num- 
ber of their mills for want of orders, 
this big fellow in the industry is still 
able to operate its plants, and has not 
found it necessary to lay off men. The 
management shrewdly foresaw a curtail- 
ment in business, and months ago re- 
duced prices, while their competitors 
dreamed their opportunity away, in the 
belief the curtailment would not con- 
tinue long. Now they have met the 
Steel Corporation figures, but only after 
it secured the bulk of the business. 
Steel is in a good position to turn upon 
the bears for next month the employees, 
who are great believers in the company, 
will have an opportunity to buy the 
stock. Holders who have sold to estab- 
lish losses in order to reduce their 
taxes will also enter the market. This 
expected buying from two separate 
sources should prove an impetus in 
putting Steel up. 


Virginia Carolina Chemical—Despite 
the reassurance stockholders received 
in the continuance of the regular divi- 
dends the stock was weighed down by 
the adverse factors in the market in 
other directions. As the company 
earned last year, which ended in May, 
as much as 20% on the common, prob- 
ably it was felt there was no special 
reason for not giving the stockholders 
their expected return on their stock. 
The wisdom of accumulating a good 
surplus in times of plenty to bridge 
over the occasional lean periods in 
business was never better exemplified 
as it is in the instance of this well- 
managed fertilizing manufacturing 
company. It has a profit and loss sur- 
plus of more than $27,000,000 to draw 
upon. Even if the dividend had not 
been earned but was drawn out of last 
year’s profits there still would have 
been left an amount in excess of the 
entire common dividend to dip into, 
but it is expected by the end of another 
full year there will be quite some 
progress made in agricultural condi- 
tions back to normal. In view of such 
prospect it would appear as if the 
common selling. low in the thirties has 
overdiscounted unfavorable factors. 


Oils 


Atlantic Gulf—Probably what oc- 
casioned some liquidation in Atlantic 
Gulf and brought about the recent 
sharp decline is the apprehension 
among some holders that the company’s 
ambitious plans to become a big oil fac- 
tor in South America and in Mexico 
came at an wunpropitious time. The 
traders have in mind the misfortunes of 
the American International Co. and con- 
tend that if this big enterprise espe- 
cially organized to take advantage of 
opportunities in other countries has 
given such a poor account of itself At- 
lantic Gulf can not do much better for 
the same conditions would affect it. The 
shipping business likewise is none too 
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prosperous and cannot be expected 
with international credits all awry. 
Fortunately as an offset the company 
was particularly fortunate in four good 
years to build up a strong surplus which 
should put it on a strong basis. At its 
present low price the stock is selling 
about half of its high price. 


Middle States Oii—The company 
continues to report substantial net 
earnings. The September quarter was 
equivalent to $2.58 a share on the out- 
standing capital of $8,000,000. Still 
these good figures do not seem to exert 
a favorable influence on the stock which 
hangs around $12 a share. But it is one 
of the few stocks on the roster that is 
selling above its par, which is but $10 
a share. If it were certain that these 
earnings can be maintained with strong 
indications that the price of oil is com- 
ing down, the Street might regard the 
stock a good oil speculation, that is, if 
no more stock dividends were declared. 
Such distributions in the past 
months are no longer accepted as signs 
of unusual prosperity. Rather is the 
suspicion abroad that they were used 
to let insiders out of their holdings at 
a good profit. In many cases where 
shareholders sold before the _ stock 
dividends were declared have since 
been able to buy their stocks back for 
from twenty-five to as much as seventy 
per cent. lower than for what they sold. 
Such turns have proven very profitable 
where advantage of them was taken. 
Mining 

American Smelting.—The quarrel that 
has broken out in the official family of 
American Smelting & Refining has 
proven very expensive to the stocks 
both preferred and common. The pre- 
ferred which has been considered as 
one of the strongest in its class last 
week broke rather sharply and touched 
as low a figure as 68. The Street 
does not believe there is anything in- 
herently the matter with the company 
or that the Guggenheims have not hand- 
led its affair in a capable and upright 
manner. It just happens that the quar- 
rel falls at a time when the traders’ and 
investors’ nerves are jarred and hence 
its importance has been enlarged. The 
withdrawal of the independents who 
formed their own sales agency for the 
disposition of their production is not 
accepted in a favorable light. But in 
an ordinary market these factors would 
have had little weight. The common 
is selling so low as to strongly suggest 
the passing of the dividend as a pre- 
cautionary measure. Judging from the 
favorable interview one of the Guggen- 
heims gave to the newspapers as to the 
future prospect it could be taken as 
expressing a hopeful view for the com- 
pany. But if it was intended to create 
this impression it fell flat. 


Greene-Cananea—As in the case of 
Inspiration, the directors of Greene- 
Cananea decided to pass the quarterly 
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dividend in order to keep in fine trim 
during the temporary stagnation in the 
copper trade. Here, too, the directors 
confided the actual conditions of their 
trust which was of such a nature as 
to reassure the shareholders that with 
patience they may expect a quick re- 
sumption in dividends with any de- 
cided improvement in price for the red 
metal. Greene is selling around $16, 
making the stock an attractive specu- 
lation for the long pull. 


Inspiration Copper—When the direc- 
tors of the company decided it would 
be wise to forego the quarterly divi- 
dend in order to conserve resources, 
they did the sensible thing by inform- 
ing the stockholders of the actual 
financial position of their corporation. 
By taking this step they disposed of 
any rumors which might have followed 
a dividend cut without any explana- 
tion. With a surplus of more than 
$7,681,000 after making allowances for 
expenses, taxes and losses written off 
on Liberty bonds, there is no occasion 
for the shareholders to worry as to 
the future, for the company is in a 
splendid position to take advantage of 
any betterment in the copper indus- 
try. The stock suffered little from the 
news that the dividend for the quarter 
had been passed. 


U. S. Smelting—No particular sur- 
prise was shown when the directors 
last week announced a cut in the divi- 
dend to 50 cents a share. Older and 
more prosperous mining companies felt 
such a course the wiser one and with 
this sentiment the management of this 
enterprise appears to be in accord. 
Earnings from the coal properties 
helped out materially for they turned 
out the largest in the company’s his- 
tory and enabled it to end its year 
with a net profit of $2,900,000. The 
shares held well around $30, which in 
comparison with Anaconda paying no 
dividends, as well as Inspiration in the 
same boat, appears to be selling under 
what it normally is worth, judging the 
company’s excellent financial position, 
and paying a dividend, though smaller 
in size than it has been in the past. 


Railroads 
Baltimore & Ohio —Shareholders will 
derive comfort from the excellent 


statement of earnings B. & O. reports 
for November. The company increased 
its net profits by $1,119,000 over a year 
ago despite the greater maintenance 
cost. The gross also showed a material 
gain of more than $7,935,000. Continued 
improvement of like nature will im- 
prove the status of the company’s se- 
curities, especially its bonds. 


Denver & Rio Grande—As a last des- 
perate effort to compel recognition in 
the final adjudication of this property 
which legally it has been determined 


(Concluded on page 40) 
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A Serial Study of “Rock Island” 


In Ten Chapters 


By E. MARSHALL YOUNG 











CHAPTER V 


Recapitulation 

HE Serial thus far has re- 

viewed the history of Rock 

Island before, during and im- 
mediately after the receivership 
which began in 1914 and terminated 
in 1917, with a view to establish- 
ing whether or not the reorganized 
Rock Island has justified the proc- 
ess through which it went prior to 
the day on which the receiver was 
discharged. 


As has been stated, this Serial 
is a study of facts and possibilities 
which has nothing whatever to do 
with stock market operations as 
such. In other words, this series 
was not undertaken for the purpose 
of conveying a “tip” unless the 
presentation of facts which hap- 
pens to be favorable to securities 
can be taken as an inducement to 
invest in those securities. 


In the last chapter, in which was 
presented a study of the territory 
from which the Rock Island draws 
its traffic, the writer related many 
facts regarding the development of 
the company’s freight and _ pas- 


senger business. These facts made 
it evident that, with anything like 
a reasonable chance to conduct 
operations on a basis to show a 
‘proper ratio of operating expenses 
to gross, the road was in specially 
strong position. 


With the aid of a graphic map 
illustrating the territory served, it 
was shown that, far from being just 
a “western railroad system” the 
Rock Island occupies a very strong 
‘trategic position. 


The relation of all these facts is a 
fitting preparation for the chapters 
to follow. Chapter V, which is the 
current one, will deal with the 
showing being made by the com- 
pany as a going concern. It will 
discuss past earnings records, and 
the performance in the year just 
closed. From that basis it will at- 
tempt to reach conclusions which 
must have an important part in the 
effort to arrive at an adequate es- 
timate of the real potentialities of 
the property. 
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Rock Island’s Management— 
The Men Who Are Making 
the Road—The Traffic 
and Other Policies— 
The Financial Policy 





N the next five years the Rock 
Island should be able to 
annual gross revenues in the neigh- 
borhood of $200,000,000, in the opinion 
of a man who should be in a position to 
estimate the possibilities for the road, 


show 


if anyone can. 


In 1919 the Rock Island’s gross rev- 


take into consideration the growth in 
traffic and territory from year to year. 

But, in the absence of a report for 
the full 1920 year, and with nothing 
save the monthly statements available, 
I cannot at this time do much more 
than approximate. Round numbers will 
answer in the circumstances, as the de- 
sire is to present a picture of possibil- 
ities. 

It has been estimated that 
Island’s rate benefits and other income 
for 1920 will add something like $32,- 
000,000 to gross for the year. If that 
total is accepted as fair, and if liberal 
deduction is made for fixed charges 
and other items, there should remain 











Rock Island Earnings Record 
(000 omitted) 


Years Gross 
TOMER Oe 5) oR toe ee he $25,364 
i) S| I a Co ae aa 28,385 
[|| a 44,376 
Cc 2 SE a eee ae 44,969 
i Se here ce yc ices 44,051 
Co er 51,237 
BOOT 6 i oo chs Slewaas 60,238 
EL) Se Scene eee 58,454 
SE | a ere 61,184 
sls co ois ale vidin'dis eas aes 66,220 
ROR ahs ba aioieiaiorciore nc revere 68,487 
oS a ee ree 64,712 
eS Ce a 71,364 
SSS 2 nee ea ee eee 68,208 


Sur- Divi- q Mile- 
plus dend earned age 
$5,097 5 10.19 3,819 
7,220 5 12.04 3,900 
5,412 614 10.54 6978 
533 84 8.05 7,205 
756 614 6.31 7,232 
2,833 6 9.05 7,218 
4,788 514 11.66 7,780 
796 54 6.29 7970 
2.246 Sl, 8.22 8.026 
893 514 6.33 8,044 
2028 6! 7.2/ 8,026 
445 5 5.13 8.036 
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enues totaled $116,624,684. In 1912 the 
total was $64,712,853. 


The earnings for 1920, despite the 
fact that in thé past year there has 
been no addition to plant and little to 
equipment, should run in the neighbor- 
hood of about $146,000,000, and that total 
takes no account of the increases in 
gross due to the increased freight and 
passenger rates. 


A competent authority estimates that 
the rate benefits for Rock Island for 
1920 would bring the gross revenues up 
another $30,000,000, roughly estimated, 
and less last year’s wage awards, and 
other income would bring an additional 
amount of about $2,000,000. 


These totals added together would 
give as gross operating revenues about 
$178,000,000. That amount would be 
some 22 millions short of the total. es- 
timated as the possible peak within the 
next five years. 


Of course, the foregoing figures are 
cited in round numbers and do not 


out of total net income approximately 
$15,000,000, or the equivalent of 14.50 per 
cent. for each share of the common 
stock. 


The common at the present is selling 
several points below 30 per share. In 
the face of the foregoing estimate, 
such a price for the stock is ridicu- 
lously cheap. The Interstate Com- 
merce Commission has placed a value 
upon the property in excess of par 
equal to more than the selling price of 


the common stock. 


What Transportation Act Provides 

If the estimate of earnings which | 
have just recited is anywhere near 
correct, then it would not seem that 
the prediction that within the next five 
years the Rock Island will be doing an 
annual gross business of $200,000,000 is 
farfetched. 


Should such a total be reached in 
that time, the possible benefits to stock- 
holders are so bright that attempt to 
gauge them leads one into the realm of 
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what might be considered over-optim- 
istic speculation. So I shall refrain. 


3ut it can be said that this increase 
in gross, from 166 odd millions to 200 
millions, is anticipated without any 
enlargement in plant. 


One can imagine the feelings of the 
owner of a small general store who 
contemplated the possibility of increas- 
ing the amount of business transacted 
in a certain period by such a margin, 
without adding a shelf or a foot of 
floor space to his premises. Trans- 
late that feeling of security and hope- 
fulness into the contemplation of the 
present example, and the experience 
should inspire confidence. 


Atchison, with nearly three thousand 
additional miles of track, in 1919 had a 
gross operating revenue totaling a little 
more than 200 millions. With Rock 
Island’s operating costs reduced by 
economies and other expedients, it can 
be seen just how quickly it would be 
possible to lift the performance of the 
road to the point where the securities 
would be on a similar investment plane 
as those of the Atchison. 


But thus far we have been dealing 
with an estimate that some might con- 
sider lacking in conservatism. To sat- 
isfy such criticism we will examine the 
estimate of results in accord with the 
terms of the Transportation Act of 
1920, and will forget, for the time being, 
that there have been any changes in 
freight and passenger rates, and the 
possible improvement in gross result- 
ing from last year’s increases in traffic 
volume and car loading and haul. 


The act, plainly stated, provides a 
purse of so many dollars for the ter- 
ritory in which the Rock Island is a 
unit. In the past the road has been 
able to command &79 per cent. of the 
earnings of the district. We will as- 
sume that it will be able to command it 
in the future. 


According to a table prepared by the 


Standard Statistics Company, which 
uses as a basis for computing the possi- 
ble earning power of Rock Island and 
other roads the book values used by 
the Interstate Commerce Commission 
in its report to Congress, Rock Island 
should be able to earn 7.78 per cent. for 
its common stock. 

This figure is arrived at by figuring 
six per cent., as allowed under the 
terms of the Transportation Act, on a 
property valuation of $337,810,000, which 
was the book property investment value 
as of December 31, 1918. 

When one considers the meaning of 
that estimate it is realized how unfair 
it is. It has been stated that the 
Commerce Commission has placed a 
value upon the property of $388,601,208, 
which is $50,791,208 higher than the total 
used by the Standard Statistics Com- 
pany in estimating the possible 6 per 
cent. earning. 


Basing the return on the book value 
as of December 31, 1918, which is 
proved to be an unfair basis of esti- 
mate, it is shown that the common 
stock should earn 7.78 per cent. This, 
because of the error in valuation, must 
be increased to 11.87 per cent. 


The previously stated estimate of 
possible earnings, under the new rate 
conditions, places the earning power 
of the common at better than 14 per 
cent. 


Let us strike what will or should sat- 
isfy the most exacting as a happy me- 
dium. We will, in striving for this 
figure, make liberal, and possibly too 
liberal, deduction for improvements, 
betterments and equipment mainte- 
nance charges. We will allow for that 
insatiable appetite of certain powers 
for the levying of taxes upon railroads. 
And we will allow for a temporary re- 
duction in the total of gross, at the 
same time conceding that costs of op- 
eration are more apt to decrease -than 
increase. 


All things considered, therefore, the 


common stock should be able in the fu- 
ture to show at least 10.50 per cenit. 
earned for dividends and surplus. 

And if that estimate is at all correct 
it does not seem that it would be un- 
reasonable to expect in the not too 
distant future the placing of the com- 
mon: stock on a 5 per cent. dividend 
basis. 


Some Facts to Remember 

One of the phases of this Chap- 
ter is supposed to cover is the past 
earning record of the road. We will 
leave out of our consideration the rec- 
ord for 1918 and 1919, as these were far 
from being fair tests of the ability of 
the company to do business at a profit. 

The accompanying table shows gross, 
surplus, dividends paid and the per cent. 
earned for the common from 1901 to 
1914, just before the receivership, and 
mileage. 


The table mentioned certainly is illumi- 
nating, and a powerful citation at this 
time. One, in view of the prospects 
for the next five years, might ask: 


If the Rock Island, operating with 
practically the same plant as is now 
in operation in the year of business de- 
pression of 1908, earning only 6.29 per 
cent. for the common, could pay a divi- 
dend of five and one-quarter per cent., 
why cannot the same plant, doing three 
times the volume of gross business, 
with much higher rates to draw from, 
and with better conditions generally, 
pay five per cent. with earnings for 
the common conservatively estimated 
at 11 per cent. 


Since 1908 there has been very little 
addition to mileage, but gross has been 
mounting steadily. Until 1914 the road 
never failed to earn more than 5 per 
cent. on the common, and there is no 
gainsaying that the prospects from now 
on are much brighter than they have 
been at any time since the entrance 
upon the scene of the Reid-Moore 
regime. 


(Concluded on page 29) 
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Rock Island Government Bridge Between Davenport and Rock Island, as Seen from the Old Storehouse on the Island. 
Built on the Site of First Bridge Ever Erectec Across the Mississippi Which Was Built by Rock Island Lines in 1856 
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The Bond Market—A Review and Forecast 


Bonds of Extraordinary Interest—Analysis of Bond Market Since January. 
1917—T he Outlook Favors Higher Prices—Unique Op por- 


E have come now toa time in the 
year when it behooves finan- 
cial and 


writers to review 


forecast. The investor is, of course, in- 
terested primarily in the later process, 
but there are some who are also inter- 
ested enough to want to know some- 
thing of what happened in the past, 
particularly because the past may offer 


some guide as to the future. 


The Bond Market of Great Interest 

Bonds are today the center of ex- 
traordinary interest, especially railroad 
bonds. 
the stock has severely shaken the con- 
The slo- 
gan has become quite wide-cast: “Buy 


The recent drastic decline in 


fidence of the buying public. 


income; avoid equities.” Corporate 
equities are represented largely by 
stocks. The writer does not, of course, 


mean to imply that stocks should not 
be bought at prevailing prices, but he 
is merely depicting the present frame 
of mind of the average purchaser of se- 
curities. 


Another reason for this large inter- 
est is that judging by the past bond 
prices today are ridiculously low. A 
full discussion of the graph herewith 
will be presented below, and it is suffi- 
cient here to point out that bond prices 
on the average are now only about 
three points above their low record for 
many years, as measured by The Wall 
Street Journal index. At these figures 
the income returns are abnormally 
large. Moreover, excepting for indus- 
trial bonds, the safety of private cor- 
poration bonds as a class has been ma- 
terially improved in recent months. 
The railroads have had their rates ad- 
justed in accordance with the terms of 
the Esch-Cummins Act so that they will 
earn about 6 per cent. on their prop- 
erty investments, and this means earn- 
ing interest charges on the total 
bonded debt of the railroads more than 
twice over, and adds a degree of sta- 
bility to railway earnings never known 
before. In the case of public utilities, 
the benefits to be derived from recent 
developments have not been so specific, 
but with commodity prices declining 
and labor improving in efficiency, costs 
of operation should begin to decline, 
and this should mean larger proportions 
of gross saved for net earnings and a 
consequently larger margin of safety 
for interest charges. In addition the 
manner in which the railroad situation 
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tunities Available 
By JACOB H. SCHMUCKLER 


has been handled should encourage the 
public authorities in charge of utility 
affairs to take a more liberal attitude 
on rate advances until the public util- 
ities are again on the road to give the 
best services. In fact, we may confi- 
dently look forward to an era of so- 
called “flexible charges,” that is, alter- 
ing rates as conditions require. 


Either railroad or public utility bonds 
have, however,.discount this safety act- 
ual or prospective, in their market 
values. Therecan be little doubt there- 
fore that public utility and railroad 
bonds as a class are today attractive pur- 
chases, if the other factors determin- 
ing the course of prices are favorable. 


great many industrial corporations 
bonded debt in recent years. The inves- 
tor who buys the senior mortgages of 
strong industrial corporations which 
have not substantially increased their 
bonded debt in the past iew years need 
have no concern as to their safety. At 
present prices he will secure not only 
very liberal returns, but also possibil- 
ities for good appreciation in market 
values. Railroad and public utility 
bonds may advance more quickly over 
the next year or two, but strongly se- 
cured industrial issues should not be 
overlooked at present prices. 


Course of Bond Market Since 1917 
The graph herewith presents the 
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These will be discusséd later in the 
article. Improving safety is one of the 


chief factors causing an advance in 
bend prices, and this we have already 
in the case of these 
bonds. 


two classes of 


Regarding the safety of industrial 
bonds there is naturally some misappre- 
hension, but for the old line substan- 
tial issues there need be noconcern. It 
can not be denied that practically no 
industrial corporation is earning inter- 
est charges with the extreme margins 
tha tthey were earned during the recent 
period of intense prosperity, but con- 
sideration must be given to the small 
proportion of the average industrial cor- 
poration’s capitalization that is in the 
form of bonds, the large asset values 
behind most of the old bonds, and to 
the reduction in the bonded debt of a 





ceurse of the bond market since Janu- 
ary, 1917, by months. The graph is com- 
piled from The Wall Street Journal in- 
dex. The ten bonds used for the high- 
est ‘grade railroad bond index are listed 
bonds legal for investment in New York 
State. The ten-second grade rails are 
bonds of standard character. 


In January, 1917, the bond market was 
at the highest level it has since been. 
Beginning in that month the bond mar- 
ket started on a long decline, which 
continued with practically no interrup- 
tion in all classes of bonds until Novem- 
ber, 1918. In April, 1917, we entered 
the European war, and burdensome tax- 
ation was inevitable. Large investors 
immediately, and in fact for months 
previous, began to replace their corpor- 
ation bonds with tax-exempts, for the 
high income tax rates made it prohib- 
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itive for large investors to hold tax- 
able issues. Despite the larger return 
o1. taxable issues, after paying the Gov- 
ernment taxes the tax-exempts with 
their lower rates of income were more 
profitable. Moreover the Liberties fur- 
nished stiff competition to corporation 
the 


The tax-exempt privileges at- 


issues, and Liberties had to be 
taken. 
taching to the Liberties also made them 
classes of inves- 


attractive to certain 


tors. The severe liquidation by large 
interests to switch into tax-free issues 
coupled with the curtailment in the sup- 
ply of free funds for investment in cor- 
poration bonds and selling for Euro- 
peans account for the decline during 
1917 and 1918 until the Armistice was 
signed. 


3eginning with November, 1918, a 
little advance started and prices held 
above the October, 1918, figures until 
February, 1919, for the highest grade 
rails; July, 1919, for the second grade 
rails; April, 1919, for the public utilities 
and December, 1919, for the industrials. 
For some months during the boom pe- 
riod for industrial corporations their 
Londs held more firmly than did those 
ot other classes of companies. This 
was because of the remarkable safety 
of interest charges and the possibilities 
of large amounts of bonds being called 
or retired through the sinking funds. 
From the dates enumerated above all 
classes of bonds declined with a few 
small reverses until May, 1920, when 
low records were set for the highest 
grade and second grade railroad bonds. 
The low records for public utility and 
September, 
This second slump is explained 


industrial bonds came in 
1920. 
by extensive foreign liquidation to take 
advantage of the abnormal premium on 
the American dollar; heavy selling by 
American investors because of the poor 
showings made by the public utilities 
and railroads and many industrial com- 
panies. Undoubtedly there was also 
continued replacing of taxable corpor- 
ation bonds by tax exempt issues be- 
cause heavy taxation continued longer 
than expected and early prospects for 
reduction on a_ substantial 


hardly be looked for. 


scale can 

From May, 1920, to the early part of 
October the bond market registered a 
good advance. This was by way ot 
discounting the actual and prospective 
improvement in the safety of railroad 
aud public utility bonds. The advance 
in industrial issues was not so marked 
because they have not been favored i 
any way as regards their safety. A 
period of declining prices is not so 
favorable for industrial securities as a 


class as it is for corporations whos 


rates or charges are more or less 
Stationary, which benefit from de 
creased costs of production. 
Beginning in October, bonds started 
crn the decline again. The causes for 


this 


the 


pay 


be found in 
fcrced liquidation by 


iZ 


slump are to 
holders to 


their obligations to the Government 
and those incurred in their business and 
to protect their stock market 
There has also been considerable sell- 
ing and “swapping” to establish income 
tax losses. In addition a great many 
small holders of railroad bonds have 
been frightened into selling by the great 
wave of pessimistic talk which has been 
spread about the railroads in recent 
months. At present the index for each 
of the four classes of bonds is below 
the October figures, but still above 
those for those for September. The 
advance from the record low for the 
ten highest grade rails is about 11 per 
cent.; for the second grade rails, about 
1C per cent.; public utilities, 4 per cent., 
and industrials, 1 per cent. 


The Future 

The chief function of this article is 
to forecast as stated in the introduc- 
tion to this article. Forecasting should 
always be done with great caution, es- 
pecially now when there are so many 
variables to be considered. Let us 
state briefly the factors that can affect 
bond prices in the future. These can 
conveniently be sub-divided into gen- 
eral influences and others affecting the 
intrinsic value or safety of individual 
issues or classes of securities. 

Taking first the general influences, 
the chief of these is the cost of capital. 
Other things being equal, a reduction 
in the cost of capital or interest rates 
tends to advance bond prices. The gen- 
eral rate of interest is determined by 
the interrelations between the supply 
of, and the demand for capital. 


It is the writer’s opinion that we can 


look for no material reduction in the 
cost of capital during the next two 
years, and possibly longer. The de 


mands for some time to come will be 
phenomenally large and the destruction 
wrought by the war will take some 
time to make up unless the world gets 
down to producing in real earnest and 
saves more than it has in the past few 
years. There may be a slight decline 
during the coming year, but not enough 
which to base a 


large upward 


As the sup- 


upon 
movement in bond prices. 
ply of capital catches up with the de 
mands, the declining tendency in com 
modity prices should help reduce the 
cost of capital. The purchasing power 
of the income received from bonds be- 
ing increased, the lender will naturally 
be willing to let his funds out at a 
rate than he would if 


pur- 


somewhat lower 


there were no such increase in 


chasing power. 


The income tax situation is a matter 


of great importance to the future ac- 


tion of the bond market. The burden- 


some income taxes have driven large 
investors from investing in corporation 
bonds to putting their funds in tax- 


exempt issues. The result has been, 


and in fact still is, that the purchasing 
power for corporation bonds is restrict- 


ed to the medium sized and small in- 


losses. 


vestor, excepting in so far as large in- 
vestors are combining corporation is- 
sues with their tax-exempts to assure 
themselves of the benefits eventually 
to be derived from holding the former 
class of issues and also to protect them- 
selves against aay possible slump in 
the prices of municipals when income 
tax rates become more normal. There 
is a good deal of talk about cutting 
out the higher brackets of the sur- 
taxes. Any reduction made in income 
tax rates should expand the supply of 
funds seeking to purchase corporation 
bonds and should tend to cause their 
prices to advance. In fact it would 
not be at all surprising to see large in- 
vestors buy high-yielding bonds, par- 
ticularly the rails in 
reduction in 


anticipation of 
income taxes, hoping 
thereby to regain from the appreciation 
in market value the large proportion 
of income 


surrounded to the Govern- 


ment in taxes. 


. The cost of bank credit 
important 
prices. 


is another 
determining bond 
It is generally accepted that 
there will be a material easing in bank 
credit shortly after the first of the 
year, and that 1921 will generally be a 
year of comparatively low rates. This 
should help the bond market. The 
status of bank credit will depend large- 
ly upon general business conditions. 
The writer believes that we are going 
to have a mild depression lasting 
through the summer and a revival of 
activity in the early fall. If this will 
be so, a decided factor for a good bond 
will A depression carries with 
it usually a plethora of funds seeking 
secure investment. 


factor 


exist. 


Summary 

Briefly conditions augur well for a 
substantial advance in the bond mar- 
ket during the coming year. Not only 
general influences, but also improve- 
ment, actual and prospective in the 
safety of public utility and railroad 
bonds favor this. The rates of return 
obtainable from well secured bonds at 
prevailing prices are large, and the 
opinion may be ventured that opportu- 
nities such as exist today, particularly 
in railroad issues will soon pass away, 
perhaps never to be seen again. 

The writer’s advice is to buy long- 
term well secured bonds, especially 
railroad issues. The rates of return 
are phenomenal and a material advance 
iti the bond market during the coming 
year is practically a certainty. In the 
case of railroad bonds, the so-called 
second grade issues are preferable for 
the investor unless he 
stricted in his choice. The net earnings 
of the railroads are already beginning 
to show improvement because of more 
normal maintenance appropriations, but 
the surface has been only scratched. 
When the real significance of the 
changed conditions for railroad secur- 
them ad 


average is re- 


ties is appreciated, watch 


vance. 
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A Program for the New Year 


It May Pay to Get Rid of Some Stocks Held and to Switch 
into Others—1921 Will Necessitate an Entirely Different 
Investment Commitment Than 1920—Suggestions 


By MUNRO STIMSON 


in the position of an _ investor 

who recently has been compelled 
through force of circumstances to get 
rid of highly speculative holdings of 
securities and in order to recoup losses 
must reinvest in stocks which offer not 
only an attractive yield, but possess 
good speculative possibilities. 


] HAVE been asked to place myself 


That is the first impersonation. The 
other is to place myself in the position 
of an investor who has some surplus 
funds available for the purchase of spec- 
ulative investments. 


Before I can enter upon anything like 
a worth while or intelligent discussion, 
a few general remarks are in order. Be- 
cause of the disconcerting and irritating 
policy of our industrial companies, one 
at this time each year is compelled to 
work more or less in the dark. The 
annual reports are the real basis for the 
formation of accurate judgment. And 
these are not available more than once 
a year. 

At this time the absence of annual 
reports is more than disconcerting. We 
know that there have been large inven- 
tory losses, that the heavy tax payments 
of 1920 must be met and we are unable 
to tell just how they are to be met, or 
what the cash position of the various 
companies is in view of these drains 
upon resources. 


Reference to the Weekly Business Di- 
gest and Index of “The Financial 
World” reveals widespread depression. 
\Ve know that business for some time 
will be on a smaller scale. 


In short, when one comes to looking 
over the industrial field with a view to 
investment, the vision is limited by a 
fog of uncertainty. This does not apply 
to certain classes of industrials, such 
as the coppers or the railroad equip- 
ments. 


But one mighty important point to 
be considered is the question of cap- 
italization. Many of the industrials 
have vastly increased their capital and 
now find themselves confronted with 
the necessity of meeting dividend re- 
quirements with decreased turnover and 
diminished profits. 


It will pay me, as an investor who 
has suffered losses by holding stocks of 
companies that have been forced to re- 
duce or pass dividends, to look closely 
into this question. For example, I 
know that the Steel Corporation sitce 
1914 has actually reduced its capital by 
the retirement of bonds, while, on the 
other hand, Bethlehem Steel has great- 
ly increased its capital. 
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I would, therefore, consider seriously 
a switch from Bethlehem into some 
stock that has a more certain future. 
It might be well to switch into Nickel 
Plate common, which is selling at this 
writing at 53, or on a basis to yield 
nearly ten per cent. Beth B pays about 
the same income return, as it is selling 
at 53, and carries a dividend of 5 per 
cent. But the status of the latter is less 
secure. 


As I have said, Bethlehem has in- 
creased capitalization and greatly en- 
larged plant. Nickel Plate has not. In- 
creased plant and capital makes for 
competition, and that makes for reduced 
margin of profits. 


If I owned Fisher Body preferred I 
should feel inclined to dispose of it and 
purchase American Tobacco preferred, 
which is selling to yield nearly seven 
per cent. It is unlikely that people are 
going to rush to buy automobiles for 
a time, but, with falling commodity 
prices and the increased purchasing 
power of wages, tobacco companies 
should do business on an increasing 
margin of profit. 


Suppose that I am the owner of 
Willys-Overland preferred, bought con- 
siderably above the present selling 
price. The stock is selling today at 
about 29. If still a holder, instead of 
buying more, which in the circum- 
stances would not seem advisable, it 
would be better to purchase Inspiration 
at, say, 28, which would enable me to 
average with the speculative factors all 
in my favor. 


The most recent quotation for Worth- 
ington which I noted was 40. The 
stock pays 6 per cent., so the price 
makes the income return 15 per cent. 
What is the explanation? Should the 
stock be purchased? one might ask. 
And immediately the fog is encountered. 
we have no statement for 1920 at hand 
upon which to base judgment. One 
might purchase in the hope that the 
annual report will be a favorable one, 
only to find the»company in serious 
financial straits. One guess is about as 
good as another, as far as the future 
or even the immediate situation is con- 
cerned. 


For that reason I would sacrifice 
what might turn out to be a temporary 
advantage from the income return 
standpoint, for an investment in, say, 
Pressed Steel Car at 75. It pays 8 per 
cent. and yields 10.67 per cent. It has 
an equity which we know about of $215 
per share, and the next two years should 
prove to be banner years. Or, if the 


price for Pressed Steel Car seemed 
high and a cheaper stock were desired, 
American Smelters, in view of the long 
range possibilities alone, at between 30 
and 35 would appear to be attractive. 

If I owned New Haven I would be 
inclined to sell and purchase Missouri 
Pacific common at around 16. The lat- 
ter has crossed all of its trouble bridges, 
and the other has all of its troubles 
before it. And I would sell Bosch Mag- 
neto and transfer the funds into Rock 
Island 7 per cent. preferred. 

I most assuredly would get rid of 
Vanadium and exchange into, say, 
Missouri Pacific preferred, which is 
cheap around 36. I would hold Stude- 
baker, even though the motor industry 
is not strong with prospects. The stock 
is cheap and then the company manu- 
factures something besides automo- 
But I would sell American Beet 
Sugar at about 37, even though by so 
doing I would be sacrificing a dividend, 
and buy St. Paul preferred, which ‘is 
selling a few points higher but which in 
anything like a good rail market should 
quickly advance; or into Pittsburgh & 
West Virginia, a stock with very large 
possibilities. 

I would consider both, Central Leath- 
er and Woolen worth holding, also Ad- 
vance Rumley and U. S. Rubber. These 
stocks seem to have discounted the 
worst, and with any general improve- 
ment in the industrial list they should 
prove resilient. But I would dispose of 
Chicago Great Western. This road, as 
a railroad, does not appear to be worth 
a great deal from the standpoint of 
earnings. 


biles. 


It has speculative possibili- 
ties, as it is a possible link in a merger 
chain. But there are too many oppor- 
tunities with more promise of setiled 
income and price appreciation. I would 
rather own Minneapolis & St. Louis at 
10% for much the same reason that I 
would prefer Missouri Pacific to New 
Haven. 

















Buy Now—Buy Income 








NEW BOND ISSUES 

The coming year, if credit conditions 
are favorable and the buying power 
of the dollar is anywhere near normal 
so that a fuller value is received for 
funds expended, will see many long- 
deferred bond issues of sizeable 
amounts offered to the public. The 
old pre-war levels showing a yield of 
less than 4% are not an impossibility 
within a relatively short space of time 
if nothing unforseen materializes to 
change the trend. 


——_o——. 


CALIFORNIA PETROLEUM 

A surplus for nine months’ operation 
equivalent to $7 a share on the com- 
mon is reported, and this showing has 
had a good effect on the stock. This is 
a gain of nearly $2 a share. This is 
not to be overlooked coming as it does 
in an unfavorable year. 




















Fluctuations in Active Stock Prices 


Four Years’ Price Records Contrasted with Last W eek’s Record on the New York 


Adams Express ........-- 
Advance Rumely .... 
Allis Chalmers 
Amer Agr Chem..... 
Amer Beet Sugar... 
Amer Bosch Magneto....-...... 
Amer Can 
Amer Car & Fdry.. eae 
American Hide & Leather. epee 
Amer Intern Corp....... _ 
Amer Linseed 
Amer Locomotive 
Amer Smelting & Refg........-- 
Amer Steel Foundries....---..... 
Amer Sugar Refining............ 
Amer Sumatra Tobacco..-...... 
ge ae: ees 
American Tobacco* .. 

American Woolen 
opie vine bac 
Associated Dry Goods........... 
Atchison, Top & S F...... fewnek 
Atlantic Coast Line...... ee ee 
Atlantic, Gulf € WISS......... 
Baldwin Locomotive ....... am 
Baltimore & Ohio.............. 
Barrett Co. mitcany ane 
Bethlehem Steel ........... eee 
Bethlehem Steel “B”....--.-.... 
EN oC aig Sb Ie np Gp, Bice es 


California Packing ....-........ 
California Petroleum............ 
Canadian Pacific 
CE OE coc ceccnveses 
Oe 
Chandler Motors .............. 
Chesapeake & Ohio. 
Chicago & Alton............. pak 
Chicago Great Western.......... 
Chicago, Mil. & St. P......-....- 
Chicago & Northwestern........ 
Chicago Pneum Tool..... es 
Chicago, R I & Pac........ .... 
Chicago, RI & Pac 6% Pfd. ; 
Chile Copper ...... Damen kek Sea 
LECCE 
iewe. o> OS LL. ....<..5. eee Bes 
Coe oe. 2 fc pea 
Colorado Southern ... 
OPS OE SS: |S ee 
Corn Products .... 
Crucible* 
a ee 
Delaware & Hudson............ 
Delaware, Lack & Western...... 
Denver & Rio Grande.... 
Endicott-Johnson 

1 SSS Nei o> ee era 
Famous Players- ‘Lasky che et ae 


Gaston Williams & Wig....... 
General Electric ...... 
Goodrich B F. a ee 
Granby Consol Mining. Ne ek Sec eats 
Great Northern Pfd...... oe 
Greene Cananea ......-. 


Haskel & Barker .... 


Le a ee 
Inspiration Cons Copper. Bi adi sit 
International Harvester ......... 
International Merchant Marine. 
Intern’] Motor Truck*.. 
International Nickel .......... 
International Paper ............. 
Invincible Oil 
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Stock Exchange 


By WILL S. MacDOAL 


1918 1919 
H L H L 
70 80 42 64 295% 
7%, 26% 7% 54 21 
15 37 173%, 51% 30 
72 106 78 11334 87 
63 84 48 10134 62 
me - vy 143% 62 
2914 5034 345 6854 427% 
57 9334 6814 148% 84 
10 22% 12 43% 13% 
46 60% 5134 132% 52% 
1534 47% 27 89 4414 
4654 7134 53% 117% 58 
6754 9434 73 8934 61% 
50% 95 58 47 3314 
89% 116 98 1483%% 111% 
15 14534 6034 120% 73 
9534 109% 905, 1085% 95 
123 19834 14014 314% 191% 
37% 60% 445, 16914 45% 
51% 74% 59 7714, 54% 
10 28 10 65%4 17% 
75 9934 81 104 8014 
797% 108 893% 107 874 
8754 120% 9734 192% 92 
43 10134 56% 156% 64% 
38% 62 484%, 5534 283% 
82 110 85 145 103 
66% 96 60 1071%4 55% 
66% 94 5934 112% 55% 
89 16114 108 166 115 
33 50 36% «= 85 481% 
10% 2434 12 567% 20% 
126 174% 135 170% 126% 
55 73% 5434 116% 56% 
25 39 29% 67% 31 
56 109% 68% 141% 90 
4134 62% 493, 68% 51% 
714 ll 7 12%, 7 
6 11 6 12 71% 
35 54% 37% 52% 34% 
85 107 8914 105 85 
39%4 74% 47% 115 62 
16 32% 18 321%, 22% 
44 8834 5634 84 68 
11% 24 14% 29%4 1634 
3544 47% 31% 50% 32% 
24 40 26 547% 32 
2934 5414 3434 56 3434 
18 2714 +18 3134 19 
25% 447% 2834 #69 391% 
18 50% 297% 99 46 
4534 747% 52 261 52% 
247% 34 27, ~=55 203% 
87 11934 100 116 91l4 
16714 185 160 217 172% 
5 7 2% 151% 3% 
m a = 150 44 
13% 23% 14 2034 11 
y iy i 123% 46 
28 39 2534 391% 15% 
118 15814 12734 176 14414 
195% 597% 38 93% 56 
65 86 74 80 4714 
7914 106% 86 10054 75% 
34 581% 38%, 47% 32% 
271%, 4914 34 71% 40 
8534 105%4 92 104 82 
38 58 41% 6934 4214 
i 121 104 1495% 110% 
17% 33 21 6734 21% 
2414 35 27 327% 20% 
1814 4514 2414 82 30% 
Mf Re 491, 30 


(Concluded on page 44) 


1920 
H 


46 
465% 
53% 
95 
10334 
12834 
6134 
147% 
30% 
1201%4 
95 
109% 
72 
50 
1425% 
10634 
10034 
283 
165% 
6614 
67% 
90% 


44% 
3614 
6814 
1051% 
2781, 
593% 
108 
260% 
9 


147 
21% 
95 
1914 

172 
857% 
551, 
913% 
38% 
78% 
9714 
61% 

14214 
51% 

170 
2634 
9134 
47%, 


741, 
161/ 
83% 


11614 


6534 
15 
51% 
807% 
28 


10% 
281, 
11% 
3814 
19 


Decrease from 


Tuesday. 4yrs Yr’s 
H L high high 
22% 2214 117% 23% 
14% 141% 32%, 32% 
28 27144 254% 25% 
55 543g 5834 40 
37% 37% 66 66 
4914 48% 9454 7914 
23% 22% 3814 38% 
11734 1153 3054 29% 
7 6 36% 23% 
3254 32 9914 87% 
45 4454 40 40 
78 77 394%, 31% 
31 29% 813% 41 
287% 28% 66% 21% 
9014 8834 574% 52% 
70% «70 75% 36% 
95% 9354 33% 5548 
109% 10854 203% 173% 
57%, 55% 112 108 
314% 30% 55% 34% 
201%4 18% 4634 4634 
8014 7954 27 97% 
83 83 36 21%4 
97 93% 95% 7914 
823% 803% 737% 66% 
32% 31% 52%, 16% 
103 102% 51% S1IY% 
52% 5034 46754 44 
53% 527% 192 48 
78 78 88 51 
58144 58 27 27 
254% 243% 31% 20% 
114% 11234 6014 19% 
32% 3134 84% 72% 
25 2454 4214 36% 
62% 59% 1023%% 102% 
58 57 12% 12% 
7% 74%, 134% ol, 
7% 7% 6% 6% 
2534 25 66% 185% 
637% 6214 605% 27% 
61 60 54 4914 
25% 24 2054 16% 
59% 59% 35% 25% 
91% 85% 20 2 
17% 16% 46% 24% 
35 35 27 27 
26% 25% 31% 17% 
24 24 144%, 12% 
57% 54% 11% 11 
653% 6414 397%4, 39% 
74% 71% 204% 204% 
18% 17% 41% 41% 
95%4 95 563% 1214 
203 195 5744 57% 
1 5% 16 8 
49 48 101 98 
13% 123%, 21% 84 
4514 444% 77% 49% 
2% 2 3934 17% 
118 117% 58 54 
33 317% 60% 52% 
16% 16 757% 39 
74 73% 44%, 17% 
1814 1814 3934 295% 
53 52% 25% 25% 
8534 84%, 20% 11% 
28% 28 4114 335% 
917% 90 5734 505% 
11% 11% 56% 40% 
31% 31 i 13834 
12% 12 35% 14% 
43%, 43 4814 4814 
21% #=2i1 281%4 26 
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Kernels of Week’s Financial News 


Significant Financial Events of the Week Pithily Presented 
—Their Influence Interpreted Favorably or Unfavorably 


Corporate Matters 

Petroleum for the _ nine 
months ended September 30 earned 
equivalent to $7.67 a share on the 
common against $5.65 a share in the 
preceding year.+ 


California 


Sears-Roebuck—Sales for December 
amounted to $19,177,458, a decrease 
of 38.03% over December 1919. Total 
sales for the year show a decrease of 
1.29% over 1919.— 

Suit against directors of 
N. Y., N. H. & H. for mismanagement 
settled by a payment of $2,500,000.— 

Guffey Gillespie Oil Company for the 
year ended August 31, reports earn- 
ings equal to $9.50 a share on the 
common against $4.90 in the preced- 
year. + 


the former 


Interborough R. T. for November re- 
ports deficit after fixed charges of $2,- 
381,357 against a deficit of $1,898,196 
for November, 1919.— 

Railroads—Out of 27 reporting for No- 
vember all showed increases in the 
gross over. November, 1919, and 19 
showed increases in the net.— 

Public Utilities—Out of 7 reporting for 
November all showed increases in the 
gross over November, 1919, and 5 
showed increases in the net.— 


Commodities 

Oil—Further slight reductions in price 
for crude —Demand continues strong. 
4 

Coal—Production for the week ended 
December 18, bituminous, 12,184,000 
tons against 12,853,000 tons for the 
preceding week and 10,501,000 tons 
for the same week a year ago.t 
Anthracite, 1,979,000 tons against 1,- 
915,000 tons for the preceding week 
and 1,758,000 tons for the same week 
a year ago.t 

Cotton—Breaks to new lows with later 
recoveries —New York spot for mid- 
dling 15c. against 14.50¢ a week ago.+ 

Steel—Prices for 8 principal products 
$65.24 against $6649 the preceding 
week.—Independents reported to be 
operating at 55% of capacity.— 

Pig Iron—Demand extremely dull. Price 
basis $35.— 
Lead—Firm at 4.75c 
week ago.t 
Tin—Irregular at 

ago.— 
Spelter—Unchanged at 


against 4.60c a 
F200 against £202 a 
week 
5.80c. = 
Copper—Weak at l3c against 13%c a 
week ago.—’ 
Sugar—Dull and irregular.= 
Coffee—Breaks to new lows.— 
Provisions—Breaks to new lows.— 
Cereals—Irregular.= 
Monetary Metals—Silver domestic un- 
changed at 6654c 
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Week’s Business Index 
(For the Week Ended Wednesday, 
December 29) 
UNFAVORABLE POINTS — 27 
FAVORABLE POINTS + 18 
NEUTRAL POINTS —5 
Analysis 

The week was marked by sea- 
sonal increases in retail buying, 
stimulated by the holiday demands, 
and by a continuance of the pro- 
gram of passing or reducing divi- 
dend disbursements by industrial 
concerns. 

Dominant Factors 


Retail merchants, as a whole, re- 
port that the season’s buying is not 
up to the volume of last year, but 
their stock of goods was greatly 
reduced and replacement orders are 
expected after the turn of the year. 
the lessened volume of business 
during the week was reflected in a 
decrease in bank clearings over last 
year, but lower commodity prices 
also figured in this falling off. The 
credit condition of the country con- 
tinues to make improvement, al- 
though a slight decline in the Fed- 
eral Reserve Bank ratio over the 
preceding week was registered. 
Money rates show indications of a 
pronounced easement during Jan- 
uary. The stock and bond markets 
made considerable rallies under 
the leadership of the rails and oils. 
Railroad net earnings for Novem- 
ber are exceeding expectations. 
The investment market, in regard 
to new securities offerings, was ex- 
tremely quiet. Commodity prices 
generally were steady with the ex- 
ception of cotton, coffee, and pro- 
visions which broke to new lows. 
The prices for steel products and 
copper worked slightly lower, while 
silver made a three-cent recovery. 
Foreign exchange rates were irreg- 
ular with a heavy tone. Some 
recovery was made late in the week, 
but closing prices were below those 
of the preceding week. Unemploy- 
ment in the United States is re- 
ported as on the increase, many of 
those employed on outdoor main- 
tenance work for the railroads be- 


ing discharged for the winter 
months. Commercial failures for 
the week showed a small gain. 


Situation as a whole improved, but 
caution should be exercised and 
only the soundest of securities 
purchased. 








against 63% cts. a week ago.t+ Gold 
115s 8d against 116s 6d a week ago.— 

Treasury Purchase of silver to date— 
29,525,647 ounces. 

Price Index—Bradstreets for 31 articles 
of food products $3.51 against $3.49 
a week ago.+ 

Bonds and the Bond Market 

Sales for the week amounted to $131,- 
712,000 against $165,306,000 for the cor- 
responding week a year de- 

$33,594,000.— 

Market—Firm. 

Industrials irregular. 

and strong. 


ago, a 

crease of 
Bond Municipals firm. 
Railroads active 
Tractions steady. 
eign bonds irregular.+ 


For- 


Important Bond offerings for the week 
—City of Albany $360,000. 
Cork $6,000,000.: 

Stock Market 

Sales for the week amounted to 4,667,200 
shares against 5,842,800 shares for the 
corresponding week in 1919, 
crease of 1,175,600 shares.— 


Armstrong 


a de- 


Stock Market—Recoveries under lead- 
ership of rails.+ 

Public Utilities heavy.— 

Bank stocks, steady.+ 

Outside Market—Firm.+ 

Other Exchanges—London steady. Paris 
dull. Boston, Philadelphia and Chi- 
cago recoveries.+ 

Average price of twenty rails ranges 
from 72.33 to 75.50 against 73.85 to 
75.48 for the corresponding week in 
1919.— 

Average price of twenty industrials 
ranges from 67.96 to 69.63 against 
103.95 to 107.23 for the corresponding 
week in 1919.— 

Stock dividends—Rothschild & 
pany 100% on the common.+ 

Dividends decreased—Alvarado Mining, 
inspiration, Greene-Cananea, Atlas 


Com- 


Tack, Anaconda, Chicle and Carbon 
Steel all pass quarterly dividend— 
U. S. Smelting reduced quarterly 
dividend on the common from $1.50 
to 50c— 
Foreign Exchange and Conditions 
Foreign Exchange—Reactionary— De- 
mand sterling ranges from $3.50'% to 
$3.52144 against $3.75 to $3.81% for the 


corresponding week in 1919— Can- 
adian dollar ranges from 84.25 cents 
to 86.25 cents against 83.90c to 85.20c 
a week ago.+ German marks, French 
and 3elgian francs, Italian lire 
slightly lower.— 
Bank of England rate 7% unchanged. 
Ratio of Reserve 7.76% against 9.65% 
a week ago— 
Overseas—Fiume surrenders to 
National Army.+ 


(Continued on 


Italian 


page 29) 
























































L M ed Conducted 
T e unicipa Bond ; RA sagnaly 6 SYKES 
$ ° 

— Market & Suggestions ne 
t wane 
HE Municipal Bond Market dur- might follow. As rapid as were the bound to follow this downward trend, 


ing the week just closed continued 

to mark time. The steadier tone 
found in more speculative investment 
issues was reflected here by few price 
changes and a general dullness—much 
the same attitude which confronted the 
severe break in industrials and rails 
two weeks earlier. 


The heavy selling which was wit- 
nessed during the greater portion of 
November and December, induced par- 
tially with a view to registering losses 
for income account, seems to have 
pretty well run its course and some 
buying of these securities is taking 
place. The fact that municipals with- 
stood this pressure and even made 
some headway against it is a powerful 
argument in aid of the contention that 
fundamental factors are sound and that 
much of the pessimism which has been 
rife during the late autumn was 
groundless. 


If the basic credit conditions of the 
country were unsound there would un- 
doubtedly have been conspicuous of- 
fering of municipal bonds by the many 
large holding institutions in an endeavor 
to mobilize their resources into the 
most liquid and available forms. As it 
is, these concerns, such as_ savings 
banks and insurance companies, are 
steadily buying to the limit of their 
capacity with the expectation that 
money rates will be much freer durnig 
the coming year and that the present 
opportunities are likely soon to be 
things of the past. 


In Retrospect 

While the market for virtually every 
class of security, except municipals, 
during the year 1920, has been subject 
to many cross currents and marked by 
much irregularity, the trend has been 
downward. The average price of rep- 
resentative industrial stocks has re- 
cently dipped below the level in effect 
in July, 1914, just prior to the outbreak 
of the Great War, and the price range 
for rails has long been below this level. 
Investment bonds of the highest grade, 
both industrials and rails, have not 
been far behind. 


In the case of municipals the average 
low point was touched in July last and 
the trend since then has been upward 
without hesitancy and at times the rise 
was so sharp as to cause considerable 
anxiety to the dealers in this class of 
securities, who felt that the bonds were 
becoming speculative favorites and 
that severe profit-taking 


16 


reactions 


advances, however, the gains were well 
maintained. 


The early part of July saw long-term, 
tax-exempt legals selling to net the 
purchaser close to 5.75%. Over a full 
point in the way of yield has been 
clipped from these issues up to the pres- 
ent time, the average return now being 
about 4.60%. Certain exceptionally 
high-grade obligations, such as those 
of the State of Massachusetts, which 
are exempt from that State’s income 
tax, are selling to yield less than 4.50%. 


Throughout the entire period of ris- 
ing prices a marked discrepancy in 
yield obtained between long and short- 
term issues. As yield basis declined 
the difference narrowed down from 
one-half to three-quarters of a per 
cent. to one-eighth to one-quarter of a 
per cent. The reason for the wide 
spread in the return values was very 
apparently due to the knowledge that 
when deflation is completed a few 
years hence and credit becomes more 
abundant, and when the Government 
War Issues and foreign loans begin 
to fall due with the proceeds in the 
market for reinvestment, yields will 
be low and any holdings which mature 
under such conditions will have to be 
replaced at a disadvantage. To obviate 
this situation a temporary loss of re- 
turn over the current maximum rate 
was worth accepting if the future per- 
manent low return could be avoided. 
The present basis of yield no longer 
justifies this marked difference and it 
has ceased to exist. 


During the period when municipals 
were making their most pronounced 
advances a vast amount of foreign 
government and municipal issues com- 
peted. Close to $700,000,000 of Euro- 
pean and Canadian bonds (exclusive of 
corporation offerings) have been sold 
in the United States since the first of 
January, 1920. While the yield on do- 
mestic municipals was diminishing that 
of the foreign bonds was increasing, 
reaching at the last, 8.20% for long- 
term issues, or almost twice that ob- 
tainable on the obligations of our own 
cities. 

The Future 

Decreasing bank clearings, reduc- 
tions in the amount of commercial 
loans and rediscounts and increasing 
reserves all point to easier money con- 
ditions ahead. <A _ preponderance of 
available credit over demands means 
lower money rates. Bond yields are 


for, capital being highly mobile and al- 
ways seeking the most advantageous 
employment, will naturally flow in this 
direction until competition raises the 
market price to the point where the 
return basis is consistent with prevail- 
ing money rates. 


If nothing unforseen transpires, such 
as another world war, low money rates 
with occasion variance, are likely to 
obtain over a considerable period of 
time, embracing a number of years. 
Just so long as this is the case high 
bond prices with low yields will rule. 


The prospects of a $4,000,000,000 an- 
nual tax burden for some time to come 
does not anticipate lower Federal In- 
come assessments, and, as suggested 
by the Secretary of the Treasury, may 
result in a revision upward of the rates. 
As the return on municipal bonds as 
income is exempt from levy through a 
Supreme Court judgment, almost ex- 
clusive holding of such issues by those 
subject to this tax is likely to become 
more pronounced than even at present. 
A development of this sort certainly 
could not make for lower market prices 
in itself. 


Immediately before the municipal 
bond market are the usual heavy re- 
investment demands, arising out of 
semi-annual interest and dividend dis- 
bursements, which always materializes 
after the turn of the year. The still 
relatively high yields are inviting con- 
siderably more than the usual amount, 
both by individuals and _ institutions. 
The floating supply of municipal bonds 
is not large at this time, there having 
been comparatively few new offerings 
during the month of December. 


The more active market which is ex- 
pected to develop in 


January will re- 
sult in a sufficient number of flota- 
tions to offset the increased demand 
and hold prices somewhere near cur- 
rent levels. Business and financial con- 
ditions for the time being, however, 
are against extravagant borrowing and 
only the most urgent needs of munici- 
palities are likely to be undertaken 
until the situation is more favorable. 


That the need of funds on a large 
scale is urgent in the case of many 
cities is quite apparent. Civic improve- 
ments and developments during 1920 
have not kept pace with the growth 
and much temporary financing has been 
resorted to, both to meet the needs of 
the hour and also for refunding pur- 
poses. 
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In The Land of fairy linance 


Fennell’s Syndicate 


An alluring prospect is held out by 
W. H. Fennell, of Cleveland, of possible 
monthly profits for years to come equal 
to the amount of the capital invested 
to all who will join a syndicate he is 
organizing. All he wants for the syndi- 
cate is $100,000, and he wants a thou- 
sand investors to provide this sum in 
$100 amounts. What the nature of the 
business is in which the syndicate will 
engage Fennell has not yet announced. 
But we believe it is to develop either 
oil or coal. Just for the moment he is 
asking for pledge cards; after which he 
will reveal his ambitious plans. In- 
vestors would be foolish to enter into 
any such blind scheme with an indi- 
vidual who has not proved himself a 
successful guide to follow. All the 
proposition amounts to is to turn over 
to a person a sum of money with which 
to take ‘extreme chances without any 
risk to himself. If they want to take 
chances, whigh, compared to those 
they would take by joining Fennell 
could be rated as safe, let the investors 
buy listed stocks in established com- 
panies which are selling on an at- 
tractive basis because of the recent de- 
cline. Then at least the investor can 
visit the properties in which he has put 
his money and see what has become of 
it. This would be better than buying 
a hole in the ground that might turn 
into a grave for the investor’s capital 
and hopes. 

aan eee 


Asks for- $10 Flyers 


With becoming modesty Charles H. 
Reed, of Albany, N. Y., suggests to 
investors to take a $10 flyer in an oil 
development project in Louisiana in 
which he is interested. For that pur- 
pose he is seeking $75,000. As there 
possibly may not be 7,500 people who 
will respond with this ten case note, 
Mr. Reed will permit each one who re- 
ceives his invitation receptively to 
join him to raise the ante to $100. If 
oil is struck, then Reed is to receive 
one-eighth royalty and 20% of the 
profit. What is left goes to the mem- 
bers of the syndicate. This proposi- 
tion, says Mr. Reed, is different than 
the usual stock-selling scheme. There 
will be no fancy salaries, unscrupulous 
brokers, and no _ slick-tongued sales- 
men. It is just a speculation. We must 
confess, notwithstanding the promoters 
strictures regarding — slick-tongued 
salesmen, that such  share-pushers 
might get some ideas from his letter in 
which.a pure gamble is presented in a 
most artful manner; especially the 
table accompanying the communica- 
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tions where it is figured to the dollar 
what a ten dollar flyer will produce in 
profits on a hundred to a thousand bar- 
rel production. It runs as high as 200 
cen each ten dollar unit. This is a 
higher average than the _ roulette 
wheel returns. 


——_Oo0—-— 


High Sounding—But— 

A partial payment plan concern that 
seems to be doing a good business is 
the Fiscal Service Co., which maintains 
its headquarters up on Fifth avenue; 
and one wonders how can they do it 
when they are not members of an Ex- 
change. It was this concern, when it 
originally started, with which a Pome- 
roy was connected, and when this as- 
sociation was discovered he strangely 
dropped out of sight and next made his 
reappearance in Chicago. There he 
launched a similar concern, but he is 
no longer connected with it, so “The 
Financial World” was told recently. 
It was claimed that the scheme of 
guaranteeing the solvency of the con- 
cern with the deposit of $1,000,000 in 
bonds in a safety deposit vault origi- 
nated in Pomeroy’s fertile mind. In- 
vestigation showed there was little to 
this guarantee for the bonds belonged 
to another person who had the key to 
the deposit box, and he alone could 
withdraw them, but they gave the Fis- 
cal Service Co. a good advertising argu- 
ment. The statement might be made 
that, by adding a small fee to the 
regular charge for commission in 
handling listed securities, the business 
could be done at a profit. But why 
should the investor pay a premium 
over what he is asked to pay by a 
broker who is a member of an ex- 
change, especially to a concern that is 
not subject to any regulations and 
which in its relation to the public oc- 
cupies more or less the position of a 
bank, holding his money until stocks 
are paid for? There is the danger in- 
vestors place themselves in when deal- 
ing with concerns using high sounding 
names. 

—-Oo— 


A Green Field 


The Bankers Union for Foreign Com- 
merce and Finance stock of which the 
H. V. Greene concern is endeavoring 
to sell investors is a very imposing 
proposition, but it is a scheme the pub- 
lic should leave alone. Financially 
stronger companies have not yet suc- 
ceeded in this field because of the col- 
lapse of the export business. The com- 
pany is one of the numerous ones 
Greene & Co. are promoting. They 
also have a big bank, and some com- 


mercial discount companies so that they 
have their hands full. But with the 
promoter as long as such enterprises 
keep the stock mill going the more the 
merrier. Greene cannot sell his stocks 
in Maine, the Blue Sky Commissioner 
forbidding it after investigating his 
high pressure stock selling methods. 
Investors should be careful before ven- 
turing into this green fie!d of financing. 


—_O ——_ 
Rubes Scheme is Novel 


For some time traders have been ap- 
proached by Louis Rubes, a Brooklyn 
man, with the suggestion that they 
place their accounts with certain 
brokers. Rubes, so far as we can 
judge, after scrutinizing his literature, 
is not asking clients to divvy with him 
cf their profits, if they make them. 
What he wants to do, so he declares, is 
to build around himself a nucleus for his 
operations. Rubes wants to be a Keene 
with a following. But Keene’s are not 
made; they are born. And what is 
more, they do not develop by use of 
methods Rubes has adopted. This 
embryonic market leader works as a 
sort of a triangle. Rather unique. He 
has two men write to him, who pro- 
fess to be located in the loan cages of 
banks, and they are supposed to know 
when the bears are over-extended or 
the longs are carrying more than is 
comfortable for them. By tipping off 
Rubes and his following advantage can 
be taken of such inside information. 
As to such an arrangement we are 
rather skeptical, but it forms the 
nucleus of a scheme which is rather 
novel in its conception and one that 
would appeal to rubes. However, 
Rubes in recommending the transfer of 
accounts from some brokerage houses 
to others has in one instance jumped 
the track. To one “Financial World” 
subscriber he suggested the account 
be transferred to M. J. Hoey & Co., 
members of the New York Stock Ex- 
change. When Mr. Hoey learned what 
Mr. Rubes was doing he immediately 
instructed that such unauthorized use 
of his firm’s name be stopped forth- 
with. He did not know Rubes nor 
would he consent to accept his ac- 
count. As evidence that Rubes is no 
more an accurate prophet of stock 
market movements than is any adver- 
tising tipster, reference is made to a 
letter of his dated December 20, in 
which he said, with complete confi- 
dence, that clients could now get 
aboard the stock market. Those who 
did act upon his advice have had a 
tempestuous journey on a sea of de- 
clining prices. 
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N Wall Street I have witnessed the 
] panics of 1903-4, 1907 and 1914—all 

of which brought ruin or terrific 
losses to thousands of people—but I 
do not recall any of the agonizing fea- 
tures of the crises of the three periods 
mentioned to equal the strain and 
stress entailed by the bear market in 
stocks in the last three months of the 
year just closed. In the panics of 1907 
and 1914 each crisis came with startling 
suddenness, but the trouble was at 
first confined to Wall Street and did not 
have any widespread effect on business 
until later. This last year the business 
elements of the country began as early 
as last June to feel the strain of the 
coming storm, and that is why so many 
business people have been sellers of 
securities in Wall Street in the last six 
months. They needed money to meet 
maturing obligations and seeing the 
almost constant and simultaneous de- 
cline in securities and their business, 
they had to endure a double strain. 
Corporations, great and small, as well 
as individuals, were under a pressure 
identical in nature and all had to sell 
Liberty bonds or securities, if they 
possessed them, to realize cash, as the 
banks in many instances and on numer- 
ous occasions were unwilling or unable 
to extend accommodations on a falling 
market for commodities. The sales of 
Liberty bonds or Victory notes an the 
Stock Exchange rose as high as $20,- 
(00,000 daily, and seldom below $10,- 
000,000. Sales of all bonds on the New 
York Stock Exchange for the year 
reached the staggering total of $3,900,- 
000,000, an increase of nearly. $300,000,- 


000 over 1919, and comparing with 
$2,055,000,000 in 1918. 
a 
Up to the last fortnight of the old 
year none of the observers of the 


phenomena of the market convulsions 
of last November and December had 
referred to the situation as 
panic, but I am 
the conditions 
panicky the 
last when the 
almost 


one of 
that 
extremely 
Dec. 22 
stock marked seemed to 
suddenly collapse, 


bound to 
looked 


afternoon of 


admit 


on 


after an 

The faces 
and cutsomers in 
trading rooms blanched with fear, 
not a few 


ot 


tremely nervous morning. 


of stock brokers 
and 
nerves had been at 
high tension for months, gave way and 
suffered spells of 
to seasickness. 


whose 


nausea comparable 
People looked at each 


other in utter consternation and asked: 


“Ts it a panic?” Almost before the 
question could be answered the crisis 
18 


had passed. Heavy buying orders sud- 


denly appeared and the slump was 
arrested. 

* * ok 
The criticism has been heard fre- 


quently in Wall Street circles in the 
last several months that the so-called 
“interests” which have been responsible 
for the flotation of many of the leading 
securities traded in on the Stock Ex- 
change had not come to the defense of 
the market as they had done on many 
previous occasions of grave import. It 
is a fact that until the smash on Dec. 
22 there had been no sign of support 
from the big so-called “insiders.” 
Whether such support came from the 
big fellows or was just the result of an 
oversold market, is a debatable ques- 
but I am under the impression, 
observance of the market for 
several months that the big. bankers 
had been so absorbed with their own 
troubles or the weak state of the affairs 
of some of their own class, that they 
had been unable or unwilling to give 
the stock market any real attention or 
support. That is why the so-called 
“big people” left the market to itself 
during the major period of 1920. Yarns 
heard in certain circles in Wall Street 
that the big bankers now have posses- 
sion of the best stocks at bottom prices 
and are laying the foundation for an- 
other trimming of the public with the 
same stocks they took awuy from them, 
may be dismissed as idle and malicious 
gossip. I know of many instances 
where some of the big fellows bought 
at the top and were sold out at the 
bottom, or very near the low levels. I 
am more and more impressed with the 
accumulating evidence that “insiders” 
proved to be lambs in the 1920 market. 
*x* * * 


tion, 
trom 


While I do not anticipate a boom in 
the bond market this year, I do feel 
that there are many signs to encour- 
age and support the forecast that 1921 
will be a good year in the investment 
field. Business people, wage earners 
and salaried folk have begun to save 
money where that is possible. The 
especially, has been 
frightened by the slump in industry, 
and he no longer is throwing 
money in useless or 


wage earner, 


his 
away 
purchases. 


extravagant 
The surplus is going into 
savings accounts at the bank. 
where 


Here is 
is laid the foundation of pros- 
perity because such savings accumulate 
rapidly and the banks must invest the 
money somewhere, and I believe a 
creat deal of it will go into bonds. The 


bond market hasn’t been at so at- 
tractive a level or the investment re- 
turn from it higher since the Civil War 
period. Another factor which will 
make for a diversion of funds to the 
bond market is that so many people 
have been burned in the stock market 
and they are now willing and anxious 
to seek safety of principal rather than 
“take a chance” in stock speculation. 
In 1919 and during the early part of 
1620 the spirit of the public was one of 
reckless disregard of the risks in 
speculation. The result was the in- 
evitable financial headache of the last 
kalf of last year. 


* * * 


Reference to the bond market re- 
minds me that there are many at- 
tractive and safe listed preferred 
stocks which may also be bought in lieu 
of risking one’s money in stock specu- 
iation. People of all classes who were 
caught in the 1920 bear market and 
were called upon to protect their ac- 
counts, have had to sell good preferred 
stocks as well as bonds, and the neces- 
sities of these sellers constitute the 
opportunities of the new investor. I 
strongly recommend that those who 
contemplate making investments at the 
present time ask their brokers to give 
them a list of the most attractive and 
safest of the preferred stocks listed on 
the New York Stock Exchange. They 
seem to me to be at extremely at- 
tractive levels, affording, in most in- 
stances, substantial investments giving 
a yield of 7 per cent. or a little better. 


—_-O—_—_- 
KELLY SPRINGFIELD 
Assuming that the Kelly Spring- 


field Tire operated without making a 
profit during the last half of 1920 it 
still could pay its cash dividend, should 
the directors so elect. After meeting 
dividend requirements for the first half 
of the year there still remained $1,698,- 
5€2, or one and half times what was 
distributed to the stockholders. More- 
over the company has piled up a sur- 
plus well over $8,000,000 on which to 
craw provided the directors feel con- 
fident that by 
will lift itself present dol- 
drums. Considering the company’s ex- 


the tire business 
out of its 


spring 


cellent financial condition it appears as 
if the present talk about no cutting in 
dividend has much in the existing situ- 
ation to favor it. 


Buy Now Income 
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PREMIUM of 15% on United 
A State funds in Canada should 
prove of interest to Americans 
with surplus funds for investment, par- 
ticularly when “income yield” is what 


the wise and farsighted are searching 
for. 


The United States dollar, at this writ- 
ing, is worth $1.15 in Canada. Certain 
Canadian companies sell their product 
in the United States, and obtain pay- 
ment in United States funds. Conse- 
quently they pay interest on their se- 
curities in United States funds. 


In other words, an American investor 
in Canadian securities of this sort gets 
an extra $10 income, with the present 
premium ruling, for every $1,000 invest- 
ed in 7% securities. The yield is there- 
fore 8%, which becomes much larger, 
according to the quoted price of the 
security. 

The securities of the Abitibi Power 
and Paper Company, and the Riordan 
Paper Company are examples of this 
sort of opportunity. There would be 
included in a list of such investments 
securities, Ontario Pulp, Price Bros., 
Whalen Pulp and Paper, and Spanish 
River Paper. 


—_——_o-——_ 


Sentiment More Cheerful 


As the close of the old year drew 
near there was noted in Canadian finan- 
cial circles a marked improvement in 
sentiment. The general feeling was one 
of cheerfulness in contrast to the 
rather gloomy and pessimistic feeling 
apparent just before Christmas. 

While there were very few who were 
prepared to put themselves on record 
as believing that the bottom had been 
reached, there were not many who were 
willing to commit themselves on the 
short side of the market. 

One of the favorable signs of last 
week was the tendency toward easier 
money than had ruled for some time. 
The falling off in requirements for 
commercial purposes apparently is be- 
ing reflected in a greater supply for in- 
vestment. 

It was noted at the same time that 
the stock exchanges did not require so 
much money. Prices for stocks have 
had such a severe decline in the past 
few weeks that a smaller sum is needed 
‘for financing now than say three 
months ago. 

Everyone is looking forward to a 
healthy and well sustained advance in 
the markets after the new year has 
got into its stride. The easement in 
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money, and the low level of stocks, 
which means low level in requirements 
for funds, will help materially in sus- 
taining the advance once it does be- 
gin. 

It is generally conceded that the 
worst of commodity deflation has come 
and gone and that from now on, for 
some little time, general conditions will 
be much better. 

The passing of the extreme specula- 
tive fever, as demonstrated both in 
stocks and commodities, is resulting in 
an effort on the part of investors to 


build up a strong bond investment pro- 


gram. 


Investors have made up their minds 
that the next long swing in money 
rates will be down and it naturally fol- 
lows that the swing in bond prices 
will be upward in consequence. Those 
who are farsighted are preparing to 
snap up bond bargains, and stocks that 
have a fixed income now, before the 
trend actually sets in motion. 


Bank Assets High 


The Canadian banking system, pre- 
dicated upon the principles laid down 
by Alexander Hamilton, and incorpo- 
rated in the old United States Bank, 
which was wrecked in the course of a 
political wrangle is considered one of 
the most perfect of its kind in the 
world. 


In the stress of war and readjust- 
ment, the system has _ functioned 


Buy Now—Buy Income 


smoothly. But most noteworthy is the 
remarkable quick asset position of the 
different chartered banks of the sys- 
tem. An example is the Union Bank of 
Canada, whose quick assets represent 
54.3% of the bank’s liabilities to the 
public, according to the statement as 
of November 30, 1920, and based upon 
preliminary figures. 


The cash position is shown as great- 
ly improved and current loans and dis- 
counts are down $16,679,371 from the 
previous year, which represents a re- 
duction of twenty per cent. 


Quick assets total $82,203,163, against 
liabilities of $151,226,785, or at the ratio 
of 54.3%, which compares with 49.6% 
in the preceding corresponding period. 
This showing is the strongest made for 
any year in the history of the bank. 


The bank during the year made its 
highest distribution to shareholders, 
the regular 10% dividend being in- 
creased by a 2% bonus. The following 
comparisons are interesting: 


1920 1919 
rere $8,000,000 $7,968,150 
2 a ae 6,000,000 5,600,000 
Circulation ........ 12,673,644 12,508,819 


Deposits, dem...... 49.714.051 51,119,804 
Deposits, notice... 85,610,464 84,376,709 


OS SE ae 1,609,944 953,902 
Dom. notes ........ 16,976,372 13,724,823 
Cent. Gold Res..... 5,000,000 5,500,000 
Call loans, Can.... 5,418,177 3,439,410 
Call loans, outside.. 5,119,133 7,956,854 
Loatis; om’. grain. .....1O7GE Fos ov vcncces 
Curr. loans, Can. ..69,849,784 86,529,156 

Do. outside . 4,596,251 3,672,372 


(Concluded on page 26) 








TABLOID CANADIAN 


ANALYSIS 


WAYAGAMACK PULP & PAPER 


HE gross income and net profits of the W ayagamack Pulp & Paper 
Company for the past year was the largest in the history of the 
company, and follows a succession of annual reports each an im- 


provement over the preceding one. 


The company was the pioneer kraft paper company in the Province 


of Quebec. 


It has 6% bonds outstanding in the amount of $3,346,800. 


These bonds, which are a first mortgage lien, are subject to redemption 


at 105 and interest. 


Interest is payable in February and August. 


At their 


recent quotation of around 78, they yield better than 9%. 

The capital stock is outstanding $5,000,000 and is on a 6% basis. The 
stock last year earned about 22.17% as compared with 11.03% in 1919. 

It is worthy of note that the enlarged earning power of the stock was 


possible without any addition to plant. 


There have been some increases 


in capacity, but these will not be operative until early in the coming 


spring. 


Current assets for last year totaled $4,445,627, 


$2,337,173. 


The following table illustrates 


and current liabilities 


graphically the progress that has 


been made by this company within the past half decade: 


Bond Int. Net 
depreciation 


P.C. on Book Val. 


earnings Common of com. 


Year Grossine. and reserves for year Stock Stock 
. are $966,349 $452,384 $513,965 10.28 117.28 
Peer ar eres 1,057,742 513,706 544,036 10.88 128.16 
SU ii nL bhoew ews 1,103,687 552,100 551,587 11.03 139.19 
POR vv. cies see 1,043,900 1 ,108, 807 22.17 156.37 


























Is There Hope for New Haven? 


One of the Most Difficult Problems in Transportation Is Adjustment of New Eng- 
land’s Freight Tangle—The Company Completely Analyzed 


Resident Correspondent, The Financial |W orld 


in the country presents a more dif- 

ficult problem from the standpoint 
of rates, operation and finance than the 
New England roads. And of this group 
the New York, New Haven & Hartford 
perhaps typifies the most complex as- 
pects of the situation. There are few 
roads in the United States about which 
there is greater diversity of opinion in 
regard to value and prospects than New 
Haven; none concerning which the out- 
look holds uncertain elements. 
Some people regard the stock at $16 
per share as ridiculously cheap, others 
believe it even at this price. 
“What of the future?” is the question 
frequently asked. 


I: is doubtful if any group of roads 


more 


dear 


The New Haven very im- 
portant industrial section of the coun- 
try and mile for mile is an excellent 
property. Of conditions there 
can be no doubt. There is no longer 


serious argument that the road is over- 


serves a 
these 


capitalized for values are behind it in 
real property, as figures of the Bureau 
of Valuation of the Interstate Com- 
merce Commission demonstrate. 


But assets, however valuable, without 
adequate earning power do not count 
for so much, as may be shown in the 
concerns as well as 


case of industrial 


railroads. 


The New Haven problem is so many- 
sided that I 
the more important phases only to a 


can touch upon some of 


partial degree. 


Aspects of New Haven Situation 
New 


terminal yard with numerous intersect- 


England is in reality one big 


ing lines, junction points, terminals and 
hauls. All 


volves much shifting and handling and 


consequent short this in- 


rehandling of cars and freight. This 
in turn means more train and yard 
crews per unit of traffic and saddles 


the road with an additional labor cost. 


From an operating standpoint it is 
axiomatic that long-haul traffic, moving 
much 
busi- 


at comparatively low rates, is 
short-haul 
To handle such traffic the initial 


cost of terminals is heavy and the cost 


more profitable than 


ness. 


of performing terminal service in gen- 
eral is large. Of these conditions New 


Haven is typical to a peculiar degree. 

It is in the ratio of transportation 
expenses to gross that the handicaps of 
New England roads, and of New Haven 


especially, are 


20 


strikingly apparent. 


By CRAUFURD HOWSON 


During Federal control the transporta- 
tion ratio in New England was 51.2 per 
cent. of gross, against 44.6 per cent in 
the rest of Eastern territory. 


Since 1902 the most spectacular econ- 
omies achieved in transportation have 
been in train operation and not in ter- 
minal operation. 


Slow Car Movement on New Haven 


The terminal character of the New 
Haven service is illustrated by the fact 
that approximately 93 per cent. of the 
cars received from connections are for 
destinations on its rails. The hauls are 
short, junctions and 
yards are frequent. The greater por- 
tion of the cars must be individually 
placed and picked up by switching 
or road The facilities 
used are generally more expensive than 
on the roads with a long haul and the 
situation necessitates a large increase 
in the number of employes and in pow- 
er used, taking ton-mile comparisons 
as a basis. 


comparatively 


crews locals. 


Of the 40,000 cars normally on the 
New Haven system, probably 12,000 are 
ordinarily in process of loading or un- 
loading. Stated differently 30 per cent. 
of the cars on the system are usually 
standing still, either being loaded or 
unloaded. All this makes for an ab- 
normally slow car movement. In this 
borne in 
mind that the per diem charge for car 
hire is now $1 a day per car which the 
New Haven must pay the owning roads. 
The charge has been made outside New 
England that cars in this 
and consignees as 
“storage warehouses,” a situation which 


connection also it must be 


section are 


used by shippers 
makes for detention and slow car move- 
ment. 3ut I the chief 
the terminal 
character of the service performed. It 
is probable, however, that there is room 
for improvement in the direction of 
car movement on the New Haven. 


believe cause 


of delay is inherent in 


Fuel and Other Costs 


It is quite apparent that with the New 
England roads situated so far from the 
coal mines, with coal recently ruling 
at extraordinarily high prices and with 
a 40 per cent. increase in freight rates 
on coal and other materials in effect, a 
heavy burden has been laid on the 
New Haven and other New England 
roads. The increased cost on trans- 
portation of fuel alone during the past 
two or three years amounts to at least 
$3,000,000 to the New Haven. This in 


addition to the heavily increased cost 
of fuel at the mines. 


Inadequacy of Rate Advances 


Having in mind some of these diffi- 
culties and extraordinary costs, it can 
perhaps be better appreciated why the 
New Haven, even with a 40 per cent. 
increase in freight rates and 20 per 
cent. advance in passenger rates, is still 
failing to earn a fair return on its large 
property investment and is falling far 
short of earning its fixed charges. 


In connection with the freight rate 
advance it should be borne in mind 
that on the New Haven revenues are 
nearly equally divided between freight 
and passenger business. In _ other 
words, New Haven is to a large degree 
a passenger road. On roads west of 
the Hudson average more 
nearly three-quarters freight and one- 
quarter passenger. While passenger 
business as a whole is profitable, it 
should be remembered that the per- 
centage increase in freight rates was 
double the increase in passenger rates, 
hence roads with a larger proportion of 
freight business benefitted to greater 
extent. 


revenues 


Earnings Estimates 


The New Haven property investment 
as taken for purposes of the rate de- 
cision last summer was $418,576,228. If 
the road were enabled to earn 6 per 
cent. on this investment its operating 
would be $25,114,574. With a 
normal non-operating income of $6,000,- 
000 its total net income would be 
brought up to over $31,000,000, or near- 
ly $9,000,000 in excess of its fixed 
charges of raising $22,000,000. This bal- 
ance, if it could be realized, would be 
equivalent to between $5 and $6 per 
share on the $157,117,900 stock. 


income 


But instead of earning 6 per cent. 
on the property investment, New Haven 
is actually earning only about 1% per 
cent. on its property investment. Based 
on recent operations, estimates do not 


place net operating income of New 
Haven above $6,000,000 per annum. 


Adding approximately $6,000,000 of non- 
operating income would make total in- 
come of about $12,000,000, or about 54 
per cent. of fixed charges. 


These estimates may be shown as 
follows: 

Property investment Oct. 

= err $418,576,228 


(Concluded on page 22) 
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The Oil Industry in 1920-1921 


More Uncertainty Now Than for Some Time—Overproduction Is Unlikely— 
Securities of Substantial Companies Selling Cheap— 


HE oil industry during 1920 has 
enjoyed unprecedented prosper- 
ity. The volume of business 
reached new high records and prices 
throughout most of the year were main- 
tained at the highest level, resulting 
in record profits for the substantial 
companies. The principal consideration 
in the industry during the past year 
has been to supply the tremendous de- 
mand for its products and no expense 
and effort has been spared in order 
to increase production. 

After six years of steady progress 
and expansion we find more uncertainty 
in the oil industry at present than has 
existed for some time. 


Leading oil interests have taken a 
very definite stand to the effect that 
there would be no appreciable reduc- 
tion in the price of crude and have 
assured the producer that the big re- 
finers are ready to take all the oil that 
could be produced, but recently the big- 
gest oil purchasing agencies have re- 
duced their purchases of crude oil re- 
sulting in a pro-rating of runs from the 
wells in the Mid-Continent field. 

There has been a great deal of discus- 
sion as to the cause and meaning of 
this action and there has been great 
curtailment of drilling operations, es- 
pecially in Oklahoma and Kansas. The 
natural thing to be expected at this 
time in view of the general trend to- 
wards lower commodity prices would 
be some reduction in the price of oil 
and there is no question but what the 
producers would rather accept a lower 
price than to have the purchasing com- 
panies refuse to take all of their oil. 

A gradual reduction in the price of 
petroleum along with a corresponding 
decrease in the cost of material and 
labor would be a desirable thing all 
around as it would result in placing the 
industry in a healthier condition be- 
cause the amount of money needed to 
carry on operations would be reduced, 
but any radical reduction in prices at 
this time would probably result in such 
a serious curtailment of operations as 
to cause a serious shortage of oil dur- 
ing the coming year. 


At this time there is naturally an ex- 
cess of production over consumption. 
This is a seasonal condition which has 
prevailed in recent years. Stocks of 
petroleum and its products reaching 
the low point about the end of October 
and rising until about the first of April 
when the spring and summer demand 
draw heavily upon the winter surplus. 
The Government figures show that con- 
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Discrimination Necessary 
By J. W. SMALLWOOD 


sumption reached the highest mark yet 
attained in October, 1920, and that at 
the close of that month, stocks of gas- 
oline on hand amounted to about a 
month’s supply. Final production fig- 
ures for 1920 are, of course, not yet 
obtainable but it appears that produc- 
tion probably amounted to about 440,- 
000,000 barrels, which was an increase 
of about 60,000,000 barrels over the 
previous year. Of this production it is 
estimated that at least 25% came from 
wells completed within the year, or 
over 100,000,000 barrels new production. 
It can thus be seen that any action 
tending to restrict drilling operations 
would quickly be reflected in a substan- 
tial reduction in production and this 
makes an over-production of oil seem 
unlikely. 


There is no question but what the 
oil industry has recently been feeling 
to some extent the result of general 
industrial depression and if the let-up 
in industrial activity should continue 
for a long period, it would have a more 
serious bearing upon the petroleum 
trade. If, for instance, the number of 
automobiles in operation should be ma- 
terially reduced and our factories 
should continue idle and our shipping 
should be restricted, then the use of oil 
would naturally be considerably re- 
duced, but it must be considered that 
the oil industry has been very slow 
in feeling the effects of the general re- 
action in industry and if this depression 
is temporary, as seems likely, the oil 
industry should quickly recover so that 
the effect upon petroleum would hard- 
ly be noticeable. 

While, as has been stated, there is a 
good deal of uncertainty among oil 
producers, as well as the small refiners 
and jobbers in the business at the pres- 
ent time, an analysis of the general sit- 
uation would indicate that a substantial 
demand for petroleum products at good 
prices can be looked for during 1921. 
The oil industry stands in an unique 
position. Its development was hasten- 
ed by the war and there are so many 
uses for petroleum products today that 
any temporary slackening in demand 
in one quarter is quickly offset by new 
requirements which are constantly 
springing up. The present tendency to 
reduce operations would seem to be 
very temporary and the action of the 
major companies in spending millions of 
dollars at this time in extensions to 
existing facilities would seem to be 
pretty good assurance of continued good 
business. 


Notwithstanding the prosperous con- 
ditions prevailing in the industry dur- 
ing the last 12 months, the oil securities 
have suffered a substantial decline in 
market values due to heavy liquidation. 
It was not unnatural that there should 
be some setback in oil stocks following 
the tremendous flotation of securities 
of new companies in 1919. This, how- 
ever, was not alone responsible and the 
heaviest liquidation was caused by gen- 
eral conditions not directly associated 
with the industry. The flotation of se- 
curities by new companies, while not 
as large as in 1919, continued on a big 
scale in 1920, but a feature of the se- 
curities situation during the past year 
has been the issue of new securities 
by the old and established companies, 
such as Standard Oil Company of New 
Jersey, Standard Oil Company of Cali- 
fornia, Standard Oil Company of New 
York, Texas Company, Gulf Oil Cor- 
poration and others. These companies 
have found it necessary to raise large 
sums of money in order to carry out 
their expansion programmes and to 
provide for tax payments. While the 
action of the Standard Oil Companies 
in issuing preferred stocks and bonds 
has in many quarters been regarded as 
an indication of weakness, an examina- 
tion of the condition of these companies 
does not indicate this to be the fact. 
Unlike those companies which have 
been obliged to raise money at almost 
prohibitive rates in order to avoid re- 
ceiverships, the Standard Oil Companies 
have enjoyed the largest earnings in 
their history during 1920 and have raised 
additional funds in order to carry on 
their development. While the issue of 
additional securities would seem to de- 
lay payment of larger dividends, or 
special distributions to the old stock- 
holders, it should enable the companies 
to further increase their earnings and 
eventually should prove profitable to 
the Common stockholders. * 


The securities of most of the substan- 
tial oil companies are now selling be- 
low their intrinsic value as shown in 
assets and earning power. With ariy 
improvement in general market con- 
ditions it is likely that the oil stocks 
would be leaders and there is every 
reason to expect a substantial improve- 
ment in these securities during the next 
year. Stocks of some of the newly or- 
ganized companies which sold at in- 
flated prices are not likely to show 
much recovery and it will be necessary 
for the investor at this time to use 
more discrimination than ever. 

















EMPIRE STEEL & TUBE 


This company, according to what are 
considered to be authentic estimates, 
has sufficient cash in its treasury with 
which to pay its full 8 per cent. annual 
dividend on the preferred stock for the 


next five years. And cash resources 
are forty times current liabilities. 
When business returns to a normal 


basis Empire Steel & Tube should be 
in a fortunate position indeed, and the 
management is to be congratulated 
upon the foresight that brought cash 
resources to such a high mark. The 
preferred stock is one of the good op- 
portunities of the day as an income 
proposition. 
— —-OQO——- 

ANOTHER CURB MARKET FIASCO 

One of the proud boasts made by the 
promoters of the Grape Ola Products 
Co. was that it was one of the strong- 
est stocks on the curb while the other 
stocks were declining. One firm of 
curb brokers even went so far as to 
publish a graph in their newspaper ad- 
vertisements showing how the stock 
really advanced. Such literature was 
sent to investors by the fiscal agents 
and they were told they could buy the 
stock twenty-five per cent. cheaper than 
these quotations. “The Financial 
World” at the time exposed this arti- 
ficial market which fortunately for some 
of its readers proved a timely warning. 
The company last week was declared 
a bankrupt which shows there was 
really little behind the proposition but 
it served some curb brokers with an 
opportunity to again skin the public 
neatly. It is to avoid the repetition of 
such exploitations which give any mar- 
ket a black eye with the public that the 
Curb Market Association plans to move 
indoors where the character of. its 
better controlled as 
well as the character of the flotations 


members can be 


——> 


AMERICAN 


ICE 
This company has declared an extr: 
dividend So the “I told you’ so” 
prognosticators can hold up their 
hands and be counted. As a result of 


an exceptionally good vear the share 
holders have been benefited to the ex- 
tent of 5 per cent. on 

But the the 
business is a seasonable one, one year 
may be good and the next the reverse, 
should it happen that we have a mild 
and open winter. Were this uncer- 
tainty not a factor, the Street probably 
would consider Ice around $40 as sell- 
ing cheap, for on last year’s payment it 
would yield over 10 per cent. 

—— () —— 


THE SUCKER IN WALL STREET 


To collect around himself a clientele 
which will act on his advice to buy 
Allied Oil at the present low prices, 
Leroy A. Strasburger, a Curb broker 
and, as he calls himself, the specialist 
in this stock, has issued a little booklet 
called “The Sucker in Wall Street.” In 
it he asks whether the reader has been 
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their stock. 


nature of company’s 


caught in the numerous inflated oil 
flotations which in the past few years 
has emanated from Wall Street. The 
presumption is that, if this is the case, 
then he belongs to the flock of lambs 
whose shearing is a customary prac- 
tice. We do not quarrel with Mr. 
Strasburger over his description of 
this specie. What we would like to ask 
him, in view of his own assertion that 
he has traded in over 500,000 shares of 
Allied Oil, if among his clients who 
bought this stock when it was selling 
above $1 a share and was paying un- 
timely dividends, there are not many 
who feel they also belong to the sucker 
class? 














Your Income 
Tax Problems 


HE Financial World receives 
T from its readers many in- 

quiries relating to Income 
and Excess Profits Tax matters. 
This subject is an important one 
and involves many complex and 
obscure features which can be de- 
cided safely only by those who 
have made a long study of the laws, 
regulations and rulings, with a 
thorough knowledge of account- 
ing principles. Hence we have 
arranged to have all questions 
which come in to us in this con- 
nection answered by the _ well 
known firm of Certified Public 
Accountants, Messrs. Perley Morse 
& Company, 110 William street, 
New York, who have conducted for 
several years a department exclu- 
sively devoted to the preparation 
of Tax Returns. Their replies will 
appear in full in our columns de- 
voted to Tax problems. 
-The Editor. 





GOOD WALL PAPER 


For those who bought Savold Tire 
upon the advice of Richard D. Wyckoff 
at its top prices around $77 a share, an 
incident that occurred in connection 
with the stock in the past week will 
revive painful memories. A block of 
the stock—about five hundred shares— 
brought the big sum of $20 for the 
whole lot. That is almost as cheap as 
good wall paper can be bought for. 
This thought arouses the suggestion 
that some unfortunate Savold stock- 
holder who has not entirely lost all 
sense of humor might buy enough of 
it to paper his library. It would 
serve as a constant reminder of how 
badly he was taken in by a fly-by-night 
proposition. 





New Haven 
(Concluded from page 20) 


6% return on prop. invest- 


le ema wehvaled ais 25,114,574 
Non-operating income...... 6,000,000 
Total net income.......... 31,114,574 
ee re 22,400,000 
Balance after charges...... 8,714,574 
Equivalent per share of 

EE aig dns kien ails chee 5.54 


Estimate based on year ended June 
30, 1920, adjusted to new rates and 
wages: 


Net operating income....... $6,000,000 
Non-operating income....... 6,000,000 
Ce) Bee eee 12,000,000 
ee 22,400,000 
Percentage of fixed charges 
a a 54% 


This, I should state, practically rep- 
resents a minimum showing for New 
Haven. It is generally believed that 
the New England lines may obtain 
larger divisions of through rates, or 
some other measure of relief. In this 
the New Haven would be a large bene- 
ficiary. It is conceivable, and even 
probable, that New Haven might get 
from such a source enough to cover the 
balance of fixed charges with a margin 
to spare. 


Furthermore, substantial economies 
in Operating expenses are quite certain 
to be effected. The New Haven, like 
other roads, has been forced to cut 
down the number of employes making 
savings in its payroll. Costs of coal 
and other materials are bound to be 
lowered to some extent. The road may 
be counted on to improve in efficiency 
as it gets further away from the after- 
math of Federal control. 


The New Haven is not over-capital- 
ized in spite of its large and unpro- 
ductive investments in trolley and other 
outside properties. The Government 
Bureau of Valuation has found a cost 
of reproduction for the steam system as 
of June 30, 1915, of $436,514,035, includ- 
ing value of land. This would be near- 
ly $28,000,000 in excess of the property 
investment account as it stood October 
31, 1919. 


In spite of the fact that New Haven 
is not now earning its fixed charges, I 
doubt if there is any imminent danger 
of receivership. There must be relief 
from some quarter. The New Haven has 
no large maturity to meet until 1922 
when the $27,582,691 4 per cent bonds, 
the so-called “European loan,’ come 
due. Its debt to the Government has 
been funded for 10 years. 


In view of these facts, the stock 
should be a fair speculation at $16, and 
the bonds of the road, now selling on 
the average at 50 cents on the dollar, 
should be a very good speculative in- 
vestment, as they are backed by a val- 
uable property and secured under the 
new mortgage. 
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National Finance 


ATIONAL finance is one of the 
most complex of economic sub- 


jects. But in certain of its es- 
sentials there is no difference between 
the principles governing national finance 
and those governing the budget of the 
family or the individual. 


In each case the measure of spending 
power is income. In neither case is 








The Foreign Field 


Reviewed by EDSON READE 





improve on 1914 standards we have to 
improve on 1914 production.” 

There are four obvious steps to be 
taken to bring about a re-establishment 
of world finance equilibrium. 

(1) Cut national armament in two. 

(2) Fix the Germany indemnity, and 
fix it within the limit of Germany’s 
ability to pay. 

(3) Increase pre-war production. 











BRITISH IMPORTS (Value C.I.F.) 


Month ended 


is a 
Oct. 3], Oct. 5i, Oct. 31, Sept. 30, 
1913 1919 1920 1920 
£ £ £ £ 
Food, drink and tobacco............ 27,717,567 66,039,353 69,167,587 67,269,155 


Raw materials and articles mainly 


(26,164,562) (25,963,808) (23,694,666) 


umimamuractered ...... 0560500. 25,809,932 57,065,041 44,298,851 44,556,847 


(22,608,970) (16,628,698) (15,694,557) 





Articles wholly or mainly manu- 
EE at hvexe ketenes 04d a ess 17,985,530 30,227,145 36,266,604 40,572,603 
(11,975,889) (13,613,590) (14,291,159) 
Sundries 217,147 169,048 156,185 293,734 
(66,976) (58,628) (103,464) 
ee Sac ba Lavedactanids degnexe 71,730,176 153,500,587 149,889,227 152,692,339 


(60,816,397) (56,264,724) (53,783,846) 








spending beyond income justifiable. The 
individual who spends more than he 
earns, sooner or later must come to 
grief. And the same is true of govern- 
ments. 


When a nation spends more than it 
can earn, then it finds itself in the un- 
comfortable position of having to es- 
timate the capacity of its people for the 
payment of taxes. And there is such a 
thing as a limit to that. 


From every quarter of the globe 
come reports of national financial dif- 
ficulties ; in some instances very serious, 
and in others grave enough to tax the 
ability of the governments to devise 
ways out of the difficulties. 


Anent this phase of world problems, 
Barclay’s Bank of London has this to 
say: 

“Apart from the question of economy 
there is a growing feeling that non- 
essential expenditure of every descrip- 
tion should be postponed. This is a 
hard doctrine, for in many directions 
the social standards of 1914 badly need 
improvement. 

“Unfortunately, however, we _ are 
faced with the fact that before we can 
successfully maintain even 1914 stand- 
ards we have got to get back to 1914 
production, and that before we can 
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(4) Cut down and eliminate as far as 
possible all unnecessary governmental 
expenditures. 


_If the heads of the leading nations 
would come together and arrange to 
work together along these lines, na- 
tional finances would be improved and 
world conditions would 
stored. 
a trading basis. 


soon be re- 
The world would be back upon 
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One can imagine the suffering that 
would result were the free interchange 
in trade and commerce between the 
states of this country to be removed. 
Nations are but an enlargement of the 
idea. 

———-() —— 
Readjustment 
Examination of reports from differ- 
ent countries is convincing of the fact 
that readjustment is proceeding and 
commodity price readjustment is mak- 

ing progress. 

It is admitted by the economists of 
other countries that the world has en- 
tered upon a period of depression. But 
this must be endured before normality 
can be restored, so it is welcomed. The 
confession is made, however, that con- 
ditions as far as the consuming public 
is concerned are the same in Europe as 
in the United States. Buyers are hold- 
ing off for lower prices, and retailers 
are reluctant to reduce prices in the 
hope that they may be able to decrease 
their stocks without too great loss. 


One authority suggests that, while 
people are holding off from buying, 
their needs are becoming more pro- 
nounced. This may mean that, when 
buying does resume, business for a 
time will be stimulated. 
= 


British Trade 


Imports, according to Board of Trade 





figures, were lower in October last than 

at any time during 1920, and were nearly 

£4,000,000 below the level for October, 
(Concluded on page 42) 





EXPORTS OF PRODUCE AND MANUFACTURES OF THE 
UNITED KINGDOM (Value F.O.B.) 


Month ended 














ie — sei 
Oct. 31, Oct. 31, Oct. 31, Sept. 30, 
1913 1919 1920 1920 
£ £ £ F 

Food, drink and tobacco............ 3,389,629 3,815,411 4,677,605 4,310,784 
(1,511,652) (1,755,858) (1,518,416) 

Raw materials and articles mainly 
ee 6,076,148 11,563,666 9,632,216 9,515,103 
(4,581,484) (3,615,696) (3,351,568) 

Articles wholly or mainly manu- 
ES Pree ere re 36,167,506 62,643,981 95,701,071 192,215,995 
(24,819,327) (35,923,825) (36,004,225) 
CN ead atts ts chek Bilibelncar Wace 990,233 1,038,087 2,284,582 1,414,031 
(411,287) (857,576) (498,074) 
6 cee eivueeadas swans deca s 46,623,516 79,061,145 112,295,474 117,455,913 
(31,323,750) (42,152,955) (41,372,283) 

Exports of foreign and _ colonial 
ee rrr ere 9,555,327 19,641,602 16,133,560 13,350,608 
(7,781,934) (6,056,141) (4,702,574) 
INE Nii iii capes cnindivn 56,178,843 98,702,747 128,429,034 130,806,521 


(39,105,684) (48,209,096) (46,074,857) 
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By THE OBSERVER 


BETTER feeling as to the prospects for the 

new year is springing up. It finds expression 

among those one meets in daily business inter- 
course and in the newspapers where it assumes the form 
of optimistic interviews with prominent men in finance, 
commerce and industry. It is a good sign. It indicates 
we are in a convalescent state, recovering from the acute 
attack of readjustment through which we have just 
passed. 

Men of such conservative leanings as Bernard M. 
Baruch, who are not accustomed to expressing them- 
selves publicly, assert that we have passed through the 
worst and betterment in general business conditions and 
in security values can be expected to set in from now 
on. Mr. Baruch’s opinion has been fortified by equally 
optimistic interviews given the press by Daniel Gug- 
genheim, a dominant power in the metal industry, and 
by Judge Elbert H. Gary, a powerful influence in the 
steel trade. 


With the whole world underconstructed, Daniel Gug- 
genheim cannot see anything else ahead of us than an 
era of prosperity, while Judge Gary contends improve- 
ment cannot long be delayed if people generally will try 
to better conditions. The Federal Reserve Bank, which 
through its staff of statisticians keeps in close touch 
with underlying conditions, is no less optimistic regard- 
ing the credit situation and its view must inspire con- 
fidence, for the institution acts for us in the capacity 
of a barometer. 


With such expert judgment to guide us in forming 
our individual views we have every reason to feel less 
pessimistic than we have for the last six months. Much 
of our recent “bluishness” has come from a state of 
mind. We must now subordinate this feeling and make 
up our minds, as Judge Gary says, to better conditions, 
and what will aid us more in doing that than to approach 
our work in 1921 with confidence? 


IX must accustom ourselves in periods of un- 
certainty to all sorts of strange recommenda- 
tions as to measures which are expected to 

cure our distempers. When the human mind is troubled 
it has a tendency to grasp at straws for relief, and it is 
then when anything appears plausible it is accepted by 
many as a reliable remedy. 


Shortly after the armistice was signed the country 
jumped to the conclusion that the gates had been thrown 
open to an enormous export business. The theory was 
sound, only there were lacking the credit facilities. On 
that feature we failed to count. There was no difficulty 
in finding buyers. The main trouble was for them to 
find means with which to pay. 


Here was the first cause of the breakdown in credits. 


The second stage was reached when deflation set in and 
foreign buyers refused to accept goods ordered when 
they found prices lower by the time their consignments 
reached them. The aftermath of this unsatisfactory 
situation was a partial collapse in the export trade 
which was so fondly looked forward to. 


To correct this condition it is strongly advocated that 
the debts of the Allies, amounting to nearly $9,000,000,- 
000 be cancelled, and that we help Germany get on her 
feet by establishing a credit of $1,000,000,000 with us. 
To adopt either one of these suggestions would prove in 
the end unsound. 


If our Allies are so bankrupt they could not pay their 
debts, they would have to be cancelled. One cannot 
collect any money where there is none to be obtained. 
If this is the case there is nothing to be gained by volun- 
tarily wiping out a debt, since they would not have any 
credit with which to buy anyway. Such a policy 
amounts to expecting a profitable customer to develop 
from a person who is trading with you on your own 
capital without contributing any of his own. 


We have not heard that any of the Allies express a 
desire to be declared bankrupt. Such talk is confined 
to us here. We have every moral and material right to 
expect the repayment of the money loaned to the Allies, 
since they in turn expect Germany to pay for the dam- 
age of the war. In some respects she already had paid 
in part her indemnity, through loss of her colonial 
possessions, transfer of her shipping, and the temporary 
possession of her valuable coal fields. None of this in- 
demnity does this country expect. 


We paid more than our share for the prosecu- 
tion of the war, and yet we ask nothing ex- 
cept the return of such money advanced to others by 
us to meet their own expenditures. Nor do we insist 
upon the immediate payment of this debt. We can wait 
until our Allies, through their productive capacities, 
create additional wealth. When Germany in 1871 ex- 
tracted a heavy indemnity from France it was thought 
it would take generations to pay it, but the entire debt 
was paid in five years and France emerged a more pros- 
perous nation than she ever had been before. 


We can expect to see the same recurrence in Ger- 
many’s case. Let the Allies determine upon what they 
want her to pay, then she can set to work to discharge 
her obligation. The whole world will also labor more 
earnestly once this question is out of the way, and in a 
few years the surplus wealth created will gradually 
amortize the cost of the war without any necessity for 
repudiation, or of burdening ourselves with an addi- 
tional credit of $1,000,000,000 to a nation which has not 
yet been asked to show what she can do to pay for the 
destruction she herself has brought upon the world. 








~~ 
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COMPLAINT on the part of an investor re- 

garding his misfortune in purchasing securities 

from a well known banking house at the highest 
price in his opinion and then to discover afterwards 
they sell much lower, brings forth again a mistaken 
attitude assumed by some investors. 


When a person buys a security for the purpose of re- 
selling later at a profit he hardly can claim he is an 
investor, to a large degree he assumes the role of a 
speculator. This is taking a different position to that 
of an investor, whose prime object is to obtain a satis- 
factory income on his capital and every human assur- 
ance of the repayment of his money in full upon the 
maturity of his obligation. Should fortuitious circum- 
stances present the opportunity to sell what has been 
bought at a substantial profit, then the investor is in a 


fortunate position. 


In this instance the investor who complains about his 
experience has no reasonable ground for criticism of 
his investment banker. He must remember his banker 
buys from corporations their securities on the basis of 
their returning incomes comparing favorable with what 
capital rents for in the market. Less a reasonable profit 
the money realized from the sale of securities goes into 
the treasury of the corporation for the good of its 


business and credit. 


No banker can assure clients such favorable business 
conditions as would warrant a profit on the sale of his 
securities. He can take such measures as will assure 
his client safety, a good income during the lifetime of 
the security, the repayment of the principal in full, and 
when all this is accomplished the investor has not lost 
anything but profited from the transaction, irrespective 
of the changing market conditions. 

And in the full swing of business cycles it usually 
develops that the investor who buys for income, and 
buys real and potential values, fares better than those 
who endeavor to get in and out of securities at a profit. 


HAT populism has again demonstrated, and 
will always reveal whenever it is put to the 
test, is its inability to defy the certain opera- 

tions of economic law. It cost Kansas several billions 
of dollars to discover this fact; yet North Dakota, un- 
willing to be guided by demonstrated conclusions, fool- 
ishly threw herself in the arms of Townleyism and is 
now paying the penalty. 

Up to the present time more than twenty-five banks 
have closed their doors because they could not realize 
on their loans. The farmers, adopting the suggestion 


of their false leader, held back their wheat. They 
thought they could force consumers to pay their price, 


not considering that people cannot pay more than they 


can earn. 





Nor have they helped themselves by holding back 
their wheat, but made their conditions worse, for when 
accumulated stocks are forced on the market prices 
naturally will fall further, as is the case in all forced 
liquidation. 


In another direction is the harm that flows from a 
reckless policy showing itself. Bankers, who for years 
have handled the mortgages of the North Dakota 
farmers, and have conducted this business for the last 
quarter century to the entire satisfaction of investors, 
have been compelled to ask for extension in time for 
interest due, as the farmer not having sold his crop 
naturally lacks cash with which to pay his obligations. 


This cannot help the credit of the state, which is a 
young member of the commonwealth. She will re- 
quire considerable borrowing in the next few years and 
will experience difficulty obtaining it from Eastern in- 
vestors, unless she drops forthwith her experiments 
in Bolshevistic theories. 


ECRETARY HOUSTON does well in so em- 

phatically calling the public’s attention to the 

duty of Congress to exercise the most rigid 
economy in expenditures. Such a course is essential 
in view of the shortage the Treasury must contend 
with in the next fiscal year. He estimates the amount 
taxes will fall short in providing our exchequer with 
operating funds at $2,000,000,000. It is a sizable figure 
which should set us all to thinking. 


It will be necessary in order to overcome this deficit 
to find new sources of revenue, a task which will by 
no means be easy in face of the sharp decline in trade. 
If the Government secures in the next fiscal year half 
it received in 1920 from excess profit taxes it will be 
fortunate, and returns from income and surtaxes has 
also shrunk considerably. 


Facing such a complicated prospect it would not only 
be folly for Congress to entertain seriously the soldiers’ 
bonus, which would call for the raising of about $2,- 
500,000,000, or for any other extraordinary appropria- 
tions. The country is in no position to carry such 
heavy additional burdens. 


Until our war obligations have been provided ‘for 
and business becomes better the sane path for Congress 
to follow is to make only such appropriations as can- 
not be dispensed with. It should get down to real 
business, pruning appropriations where possible, cut- 
ting down on public expenditures, and help in other 
economical directions to restore Government finances 
to a healthy state. — 


The incoming Secretary of the Treasury in dealing 
with the finances of the Government has an oppor- 
tunity to equal Alexander Hamilton’s fame as a finan- 
cial genius. Probably it will be for the next four years 


the most important post in President Harding’s 


cabinet. 























Embarrassment 


PPARENTLY we are near the 
A bottom or will be in the next 
thirty days, according to 
Archer Wall Douglas, writing in 
the January issue of The Nation’s 
Business. Reductions in prices of 
commodities are likely to cause in- 
creased purchases on the part of 
consumers in all industrial districts. 
Mr. Douglas keeps in touch with 
business conditions throughout the 
United States by means of tele- 
graphic reports from 800 trained 
and unbiased observers. 


He has something to say about 
fear. 


“From the unfounded fears of 
last Spring,” writes Mr. Douglas, 
“of bread lines in the cities and 
shortage of food everywhere, we 
are awakened to the startling reali- 
zation of a harvest so great that we 
cannot at once find an adequate 
market for our surplus products. 


“In the main, the coming of 
Spring it is hoped and believed will 
be the harbinger of a change to 
better times and to more distinct 
progress.” 
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AMERICAN WRITING PAPER 


There was noteworthy development 
of strength in American Writing Paper 
preferred last week. No explanation 
was given, but it is known that every 
so often the stock displays unwonted 
strength and then lapses into lethargy. 
The earnings of the company, as nearly 
as can be judged from insufficient evi- 
dence in hand, are supposed to be satis- 
factory. 








Water Power 


Development on a_trenrendous 
scale of hydro-electric powers 
heretofore unavailable is made 
practical through recent passage 
by Congress of the Water Power 
Act. 


Properly secured hydro-electric 
bonds already occupy a highly 
favorable investment status, but 
undoubtedly such securities will 
be increasingly in demand as the 
hydro-electric industry enlarges 
its present firmly entrenched po- 
sition as one of our principal 
sources of energy. 


Ask for our Water Power 
Booklet 


Harris, Forbes & Co 


Pine Street, Cerner William 
NEW YORK 














Canadian Situation Reviewed 


(Concluded from page 19) 


Returns on Investments 


While close students of the financial 
and industrial outlook agree that a cer- 
tain amount of business depression is 
to be anticipated they feel that this 
applies more to the situation in the 
United States than in Canada. They 
feel that the expansion in the Dominion 
has not been in proportion sufficiently 
large to work any drastic reduction in 
profits unless it might be in connection 
with companies engaged in producing 
what rightfully belong in the luxury 
class. 


The paper industry, for example, by 
no means has reached the peak of its 
possibilities. Although the public still 
maintains its refusal to purchase goods, 
in the hope that something is going to 
turn up to bring prices down to suit 
the consumer, the earnings of the paper 
companies at least continue high. Prof- 
its may be decreased, but reliable in- 
formation leads the present writer to 
express the opinion that, when the 
earnings statements of the paper com- 
panies for 1920 are available they will 
show the net yield larger than for the 
preceding year. And it may be ven- 
tured that, from present indications, 
and from reports by those close to the 
industry, the prospect of still larger 
earnings in 1921 is well assured. 


Another factor is that, with the de- 
cline in money rates and commodity 
prices, there must also come a growth 
in the supply of funds for financing 
stock market investments. 


But the big point about the present 
situation is the fact that yields are al- 
most unprecedented. In the list accom- 
several of the 
most attractive industrial issues which, 
it is reasonable to expect, will in the 
future be able to show earnings of a 


panying this review are 


favorable nature, and such as to assure 
continuation of present dividend rates. 

It will be observed upon examination 
of this list that the average investment 
return is well above 11%. 


Some Canadian Optimism 

C. Price Green, commissioner of the 
industrial and resources department of 
the Canadian National Railways, as- 
serts the belief that Canada can be one 
of the great world nations. 


Canadians should not allow the 
present readjustment period to cause 
them to lose their sense of proportion, 
or to fail to see what the future holds 
for their country,” says Mr. Green. 


“The development of this country is 
probably one of the heaviest problems 
any people has had to face, considering 
its magnitude and its population. How- 
ever, when you weigh the great things 
that have been accomplished, in creat- 
ing transportation, in agriculture, man- 
ufactures, mining, in large public works 
and development, it will be realized 
that probably no nine million people in 
the history of the world have done 
more, and it is but an indication of what 
can and will be accomplished in the 
future. 


“There should, therefore, be a spirit 
cf optimism rather than depression, 
particularly when we remember that 
we have been blessed with one of the 
finest crops in our history, worth more 
than a billion dollars to Western Can- 
ada alone. It is with some satisfaction 
that we can point to the fact that our 
exports for this year are equivalent to 
$117 per capita or just about double 
that of our neighbor whose exports 
were $65 per capita. 


“Until recently our manufacturers did 
not pay much attention to the foreign 
field, but the incentive was supplied 
Government Merchant Ma- 
rine, which is establishing service to 
practically all parts of the world. With 
coming 


by our 


increasing com- 
petition at home, and a buyer’s market, 
the manufacturer 
ments to 


costs down, 


has many induce- 
market abroad, and 
year our manufactured exports 
amounted to 500 million, an indication 
of what the future holds in store.” 


seek a 
last 





Illustrating Investment Returns 


Div. 

Rates 
Spanish Common ........56... 7 
Soanish Preferred ...........<.. 7 
EEE SA Pee 7 
EE ota cake sae uise a eee ants 10 
WUMUEMOINBCE £5 o50c5~inssasnsess 6 
Re err 6 
ey a rarer 8 
SE cya chaos wks <5 6 
Steamships Common ........... 7 
Dominion Steel Corporation.... 6 
LES gO. er 7 
Cees Gomes acs ksvccssscseees 6 
Dominion BriGwe .....2<sccee00 8 


Invest- 

Recent Loss ment 

High Close points return 

125 79 46 8.86% 
138 84 54 8.33 
85 43 41y 16.08 
226 130 96 7.68 
14534 79 6634 7.59 
87 51% 3514 11.76 
167 100 67 8.00 
125 84 41 7.14 
80 39 41 17.94 
79 40 39 15.00 
88% 55 33 12.72 
75 55 20 10.90 
115 724 42% 11.11 
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HE Secretary of the Treasury in- 
forms us that the national 
finances are not as they should 

be. We are to be greeted with another 


deficit when the balance sheet is made 
public. 


For one reason or another we have 
come to expect that sort of thing from 
Washington. Experience has taught 
us that our Government, for one reason 
or another, does not take kindly to 
doing things in a business-like way. 

But fault-finding with the business 
methods of our national Government 
is not the best subject in the world for 
the beginning of a new year. We have 
had a great many assurances that in 
future there is going to be a little more 
effort to spend the people’s money 
wisely. 

Let us pray that we are not hoping 
too much in looking forward to fulfill- 
ment of the pledges. 

a ae 


3ut the subject of national deficits 
is an intriguing one. 

Deficits in the conduct of national 
business have become a habit. But 
some governments are cutting into them 
courageously. The other day Lloyd 
George slashed the estimates for army 
and navy expenditures. He perhaps 
realizes that cutting down on the out- 
lay for armaments will go a long way 
tceward reducing the burden of need- 
less waste. Incidentally it will be 
more consistent with professions of a 
desire for world peace. 

The New York Times, drawing atten- 
tion to the action of the British Prime 
Minister, emphasizes the intent to turn 
the energy used in the production of 
implements of war into the channels of 
peace production. 

The suggestion is made that the vast 
sums which the nations purpose spend- 
ing on war production be employed in 
rescue work. If the rescue work 
means affording peoples who are 
suffering for lack of food and clothing 
with relief so that they may toil and 
produce what the world needs the 
suggestion is a good one, 


* * * 


The world is in need of production. 
If it does not get down to work it will 
go down into rot. 


The devil finds plenty to occupy idle 
hands and idle minds. 


Here in America labor for a long 
time has had the privilege of dictation. 
It has fared well, high commodity 
prices notwithstanding. Just now it is 
complaining because it fears that there 
is under way a conspiracy to reduce 
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wages and to accept less dictation at 
its hands. 

Labor leaders, when they were in- 
sisting upon shortened work hours 
and higher wages, failed to count the 
cost. They did not insist upon more 
per hour production in return to make 
up for the shortened hours and the 
swollen pay envelopes. 

Now labor is paying for the sins of 
omission. 

oe: ee 

In a previous issue The “Looker 
On” commented upon the appeals that 
are swamping Washington for paternal- 
istic “help” for this or that industry, 
for the farmers and for labor generally. 

A year ago in Japan there was an 
acute crisis that threatened to work 
widespread economic damage. It was 
when the big silk speculation bubble 
burst. Those who were caught in the 
slump immediately sought to have the 
market bolstered up by artificial props. 
That there was a declining demand 
and other little obstacles in the wav 
did not mean anything. 

The result was that speculators uf 
all kinds in Japan soon found that eco- 
nomic laws, small though they might 
seem, are not dodged without the pay- 
ment of certain penalties. 

* oe * 

In one of his masterly essays Robert 
Ingersoll once wrote: 

“Midway we stand between the 
buried and the babe and cry aloud, 
‘farewell’ and hail!” 

Ingersol believed in looking to the 
future with hopefulness, and in allow- 
ing the dead past to die. 

We bid farewell to the old year, now 
dead, without any sense of regret. 

While it was with us we suffered 
many pains; learned many lessons in 
the grim school of experience. The 
new year holds many possibilities. We 
can make the most of them, or we can 
so conduct the routine of our lives as 
to reach the end badly battered. 

The prospect, while it may not hold 
any large promise of prosperity such 
as we had during the era of high 
profits before the war, does promise 
reward for Confidence and Work. 

oe '« 

About the very best way in which 
to start the new year is to go over the 
list of stocks and bonds, pick out those 
whose current market valuation seems 
most out of line with real value as pro- 
ducers of income and then purchase. 

The counsel, at this time particularly, 
to buy income is sage counsel. Those 
who heed it and exercise judgment 
will be able to look back when another 
year ends and give thanks. 








Have You 
Recorded Your 
Securities ? 


A Stock and Bond Regis- 
ter showing your holdings 
at a glance, with income 
due you each month, and 
other important data, is 
invaluable. 


If you desire a copy, we 
Shall be glad to mail it 
with our compliments—or, 
if you will send us a list 
of your holdings, we will 
make the necessary calcula- 
tions in the Register for you 
without placing you under 
any obligation. 
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Attractive issues offering attractive yields dominate our 
For first of the year investment this list should prove of 
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Reading 

(Concluded from page 4) 

The book value of 
these holdings is approximately $75,- 
000,000. 
ciation in value of bonds this amount 
A valu- 
ation of $65,000,000 can be regarded as 
conservative. 


stocks and bonds. 
In view of the general depre- 


should be reduced somewhat. 


Summarizing, the value of Reading 
Co.’s assets and the liabilities against 
them ahead of the common and pre- 
ferred stocks, may be set down in the 
accompanying table: 

The balance as shown in the table is 
equal to $84 a share on the 2,800,000 
shares of common and preferred stocks 
outstanding. 

Should the preferred stocks be re- 
tired at par the balance of assets avail- 
able for the common stock would be 
$165,702,029, equal to $118 a share on the 
1,400,000 shares of Reading common 
stock. ; 

As stated before in this article it is 
not known just how the bond issues 
will be treated and the way in which 
that situation is worked out can make 
a very material difference as to what 
values will ultimately be received by 
the common stockholders. Cash that 
has to be raised under the plan is 
dearly obtained in the present unfavor- 
able security market, and if a very 
large amount of cash is required it may 
reduce the equities available for the 
common. 

The assets involved in the dissolution, 
as listed in the accompanying table, in- 
clude everything that is shown on the 
books of the company. It is probable, 
however, that there are other valuable 
that do not show up on the 
books of the company or are carried at 
a nominal value this may somewhat in- 
crease the total. 


assets 
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A. J. HEMPHILL 
DIES SUDDENLY 

Following a brief illness that had not 
been considered serious, Alexander 
Julian Hemphill, chairman of the board 
of directors of the Guaranty Trust Co., 
died suddenly on Wednesday last. Mr. 
Hemphill was one of the most highly 
respected members of the banking fra- 
ternity of New York. He worked his 
way to prominence and responsibility 
from a clerkship. 

His passing is a distinct loss to the 
financial district where the late banker 
was considered to be a practical econo- 
mist of unusual ability. 

Four years after he left the railroad 
business to become vice-president of 
the Guaranty Trust Company in 1905, 
Mr. Hemphill was elected president of 
the company, the third largest trust 
company in the United States. In 1919 
he was made chairman of the board of 
directors, a position he held until his 
death. 

Born in Philadelphia August 23, 1856, 
Mr. Hemphill was graduated from the 
Central High School of that city in 
1875, intending to enter college, but a 
position was offered in the accounting 
department of the Pennsylvania Rail- 
road, which he accepted. His energy 
and ability at once attracted the atten- 
tion of the high officers of the railroad, 
and he was promoted time and again 
until 1883, when he was made secre- 
tary of the Norfolk & Western Com- 
pany, being the youngest railroad com- 
pany secretary in the United States at 
the time. 

eaieeitimmes 
ON GOING TO PRESS 

Bankers identified with the Reading 
management are expecting the disso- 
lution plan to be announced on Jan- 
uary 5. They say it will be very favor- 
able for the preferred stock, and they 
are buying all classes of Reading. 
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Business Fairly Active 


HE closing week of 1920 opened 
in a fashion that did not promise 
well. Activity was on limited 
scale, and there was marked irregular- 
ity. But, as the year moved toward 
its close, there was a surprising im- 
provement. Prices followed a steadier 
course. Stocks that previously had of- 
fered little or no resistance took on 
new vigor and it seemed that the long 
looked for support was on the way. 


Bond prices were in contrary mood, 


however. They did not develop 
strength in comparison to that dis- 
played in the stocks. The copper 


bonds, particularly Anaconda 7s and 
Kennecott 7s, at midweed were soft 
and continued so to time of writing. 
It would seem that, even though the 
price may recede further, these are at- 
tractive purchases at present levels, or 
fractionally lower. 

There was some selling of American 
Chicle, which carried this stock to a 
rew low level. Carbon Steel, although 
the dividend was passed at last week’s 
directors’ meeting, was only fairly ac- 
tive. The dividend action had little or 


no influence as it was discounted well 
in advance. 


In the mining group, there was con- 
siderable activity toward the week end, 
with several advances scored, although 
nerrow in extent. Goodyear Tire stocks 
were inclined to be heavy. There is 
some apprehension on the report that 
minority stockholders propose carrying 
their recently dismissed suit for a re- 
ccivership to the Court of Appeals. 

Public Utility stocks on the outside 
were disposed to go still lower as the 
week advanced. On Wednesday the 
price of American Light & Traction 
retired as much as five points in one 
movement, and American Public Util- 
ities declined two points. 

The general sentiment on the Curb 
was in favor of the long side of stocks 
for the present. The strength of the 
railroad list on the big board perhaps 
had as much to do with this new feeling 
as anything else. Then, too, the re- 
newed activity was another contribut- 
ing influence. 

But it would seem that the time has 
not approached for the abandonment 
of the greatest caution. Should the 
big inside market suddenly turn up- 
ward it might be that stocks on the 
open market might follow suit. The 
unexpected can happen. 
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Rock Island 


((Concluded from Page 10) 


There is another important factor in 
the Rock Island situation which has 
great bearing upon the subject in hand. 
Tkat is the comparatively small amount 
of stock outstanding. Atchison has a 
total of $334,629,200, while Rock Island’s 
is only $129,027,312. This gives to C. R. 
I. & P. stock great potential value. 
The reader should be able to see at 
once just how valuable this factor is 
in a period of high net earnings. 

Of course, Atchison is entitled at 
present to relatively higher rating than 
is Rock Island. But there is no dif- 
ference between the two propositions 
to justify any material difference in 
rating, say, in the next two years. 


Then there is to be considered, in 
determining the value of the property 
as a going concern, the fact that Rock 
Island, as was impressed in Chapter IV 
of this study, is in particularly favor- 
able position because of the nature of 
its traffic. Railroad authorities will 
support the statement that agricultural 
products are carried with greater free- 
dom than are other classes of freight. 
Then, too, agricultural communities 
generally have the highest average of 
purchasing power which is reflected in 
both freight and passenger traffic. A 
comparison of the traffic of this road 
as of 1919 with others reveals: 


For- 

Farms Mines ests Mfrs. 
Atchison ... 2495 34.78 7.68 20.49 
Great Western 33.70 21.60 4.90 23.00 
Se 18.80 27.40 20.60 17.20 
OT aaa tah ed 18.50 36.34 7.33 20.63 
Missouri Pacific 18.43 34.72 19.66 16.88 
Rock Island... 27.96 30.52 7.30 20.82 
Frisco ...+<...- 45.596 3896 1217 2322 
Union Pacific.. 27.40 23.22 19.52 16.45 


It will be observed that, with the ex- 
ception of Great Western, Rock Island 
carries the heaviest volume of agricul- 
tural products in its territory. The ad- 
vantage is obvious. 

In my next chapter there will be 
something of a personal touch. One of 
the features which makes Rock Island 
interesting is the character of its man- 
agement. Chapter VI will discuss the 
personalities who have to do with shap- 
ing the policies of the company. 


(To be continued) 
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Kernels 
((Concluded from Page 15) 
Money and Banking 


Call money rules at 7% against 10 to 
15% for the corresponding week in 
1919.4 

Time money ranges from 7% to 7%4% 
against 7 to 8'4% for the correspond- 
ing week in 1919.+ 

Commercial paper ranges from 7% to 
8% against 53% to 6% for the cor- 
responding week in 1919.— 

Federal Reserve—Ratio of 
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“Charged to Profit | 
and Loss” ) 
| Just one phrase, but it tells the story | 


| 
of thousands of dollars lost during the 
year 1920 through unwise investments. 





Guess Work 


Some men can out-guess the 
market ‘“‘sometimes.”” More 
can not. The importance of 
accumulating investment se- 
i| curities at the RIGHT TIME 
cannot be overestimated. The 
depreciation of market values 
during the past few months 
is a matter of common knowl- 
edge. Intrinsically many se- 
| curities are worth far more 

than present quotations. We 
| have consistently advised hold- 
run its course. Would you 
have profited if you- had read 
| our service and followed this 
| counsel ? 


of investors. 





HOW ARE YOU PLANNING YOUR 
| 1921 INVESTMENTS ? 


This is the time to take stock of your holdings, 
balance accounts and begin with a clean slate. 


ing off until liquidation had er 


| THE SERVICE FOR INVESTORS 


A personal, interested service which is followed now by thousands 
Bulletins and charts, the current forecasts and mar- 
ket trend give accurately and concisely the information that will 
place your 1921 investment account on the profit side of the ledger. 


| A NEW YEAR AND AN ESTABLISHED 
| SERVICE 


| Information and charts and bulletins will be sent 
| without obligation on your part, if you will 


Write for Pamphlet F 


The Brookmire Economic Service 


Incorporated 


56 Pine Street, New York 
134-436 Citizens Nat’l Bank Bldg., Los Angeles, Cal. 


or Knowledge 


How many men would pre- 

tend to be éxpert at another 

man’s business or would 

plunge into it without advice? 

And yet—an investor who 

cannot devote more than a 

small part of his time to his 

financial matters will accumu- | 
! 
| 
| 





late and liquidate securities 
without a real knowledge of | 
conditions; without sound 
advice. Many men realize 
this, but do not know HOW 1} 
they can secure the important 
information in the time they 
have available. Our service is 1] 
designed to accomplish just i 
this: give the situation today 1} 
and a forecast of the future 1} 
that can be read and under \| 
stood quickly. \| 























45.1% against 45.6% a week ago.— 
Trade—Failures for the week 374 

against 360 a week ago and 92 for the 

corresponding week in 1919-— 


——_Oo—— 


PACIFIC GAS & ELECTRIC 


The Pacific Gas & Electric Company 
has sold $10,000,000 first and refunding 
mortgage bonds, twenty-year 7% Se- 
ries “A,” due December 1, 1940, at a 
price to yield about 7.10. Pacific Gas is 
one of the largest public utility con- 
cerns in the United States operating 
in thirty-six counties in California, serv- 


ing a population estimated at 1,850,000. 
Sixty per cent of the Company’s busi- 
ness comes from its electric properties. 
Net earnings for the past four years 
have been doubled all interest charges. 
Proceeds from the sale of the present 
issue to be used in the development of a 
large hydro-electric project. The bonds 
constitute a direct first mortgage upon 
the properties of the Mt. Shasta Power 
Corporation, a subsidiary, and a direct 
mortgage on the entire properties of the 
Pacific Gas & Electric Company sub- 
ject to prior lien of underlying mort- 
gages. 
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C.W. Pope & Co. 


25 BROAD STREET 


As developments warrant, we prepare 
special letters concerning the various 
unlisted issues. They appear about 
onee a week and will be mailed on 
request. 

Correspondence solicited; it will re- 
ceive personal and detailed attention. 
NO MARGIN BUSINESS ACCEPTED 
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Recovery Led by Rails——®y /ncome 


HE feature of last week’s market was the general recovery that was led by 


the rails. 


The gains on Wednesday for the railroad stocks ran as high as 


from 5 to 10 points for some issues, from the lows reached in the break of 


the previous week. 


. The tone in the Street was more optimistic and felt more disposed than it 
did before Christmas to be cheerful in bidding the old year adieu, although no 
regrets were heard at the passing of the tattered and scarred 1920. 


The rise in rails no doubt was occasioned by the improvement in sentiment 


following the appearance of showings of earnings in November. 


Then, too, 


those issues having speculative possibilities were favored, with the sharpest 
gains registered by Southern Pacific, Reading and Northern Pacific. 


The advances in the other rails were 
moderate, although healthy. The low- 
priced shares firmed up along with the 
higher grade issues. But it may be re- 
marked that the public is overlooking 
an opportunity in its failure to realize 
the possibilities in the reorganzed rails. 


Reference to past history is conclus- 
ive in support of the contention that 
reorganized rails do better, relatively, 
in periods like that upon which we are 
entering than do the higher priced and 
higher grade shares. 


The earnings of reorganized com- 
panies usually show more marked im- 
provement in periods of betterment 
than do the others, as their passage 
through the crucible of receivership 
generally leaves them in fitter condi- 
tion both financially and physically. 
Then, too, the railroad 
stocks are selling at such depreciated 
levels that they have a much 
range over which to advance. 


reorganized 
wider 


Following Wednesday’s stiffening, the 
market opened strong, retired slightly 
and then took 
well distributed. 

There 
tional 


on a firm note fairly 


of addi- 
indus- 
trials, but, illustrating the whimsicality 
of the Street, there was little attention 
It was thought that this 


were a few rumors 


dividend withdrawals in 


to the gossip. 
fact forecast a possible healthy recov- 
ery in the industrial list for the com- 
ing week. It is possible that the ex- 
pectation may be fulfilled, but hardly 
probable that anything like a broad 
movement will be staged just yet. But 
the the upturn, temporary 
or otherwise, is anyone’s guess. 


arrival of 


The quick change from despondency 
to cheerfulness is not surprising. Wall 
Street usually is possessed, or obsessed, 
of moods. Recently the nag of fear has 
caused the Street to wear a long face. 
The change came without any great in- 


spiration. It was remarked that too 
much was being made of little things 
which counted for very little. And it 
was felt that, for the time being, the 
little things were being magnified out 
of all proportion. 


Be that as it may, the sentiment was 
such as to make possible an advance in 
prices. 


It is impossible to say whether prices 
for industrials have reached bottom. 
There are many uncertainties still in 
the offing. We are in a period when 
one’s commitments must be in stocks 
that are as nearly as possible like unto 
Caesar’s wife. This sort of requisite 
can be found in the rails. 


In the rail stock recovery the follow- 
ing changes were noted: 


Low High 
last Close Noon 
week Wed. Thur. 
Sg | eee TO% 76 77% 
Northern .Pacific ......... 72% 84% 854 
Union Pacific ........... 111% 119 119% 
Southern Pacific ......... 91 994%, 100% 
ye EE inane waiwanwes 66 72% 73% 
Canadian Pacific ........ 10934 116 116% 
DON. gorse Sos hacevnn 76% 82 83 
Missouri Pacific ......... 11% 174% 19 
EE eae Sal ose cea ee 74% 847% 85% 
EE a is & his wae 4.0 RRR 17% 22% 23 
Te 2 | ee re 51% 59% 60 
——-_ 0——_ 
UNION PACIFIC 
One can almost imagine that old 


standby, Union Pacific, in the railroad 
world going on its way in a nonchalant 
manner, ignoring general conditions, 
confident in its own intrenched posi- 
tion when one reads the November 
earning statement showing an increase 
in the net in a month when the other 
roads report decreases. This the com- 
pany is able to do without stinting it- 
self in maintenance expenditures. 
Should there develop any rally in the 
rails it would be only logical that the 
advance would find this leader in the 
foreground. 
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Buy N ow—— The Coming Bond Market 
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Buy Income 


F signs are of value, in the closing week of the old year, they were to be 

found in the bond market and they were for the most part encouraging. In 

the opinion of seasoned observers, there was evidence that the small inves- 
tors, and some of the larger ones, last week were beginning accumulations. 


The most active were the railroad bonds, and this fact is taken as proof of 
what the keenest students have maintained for some time, namely, when the turn 
does come, the bond market will not be any different than the stock market—the 


rails will lead. 


Certainly, there is everything in favor of the railroad obligations. 


For two 


years at least their interest is virtually guaranteed twice over, speaking of interest 


in the aggregate. 


It is well known that security of principal and interest is one 


of the very first considerations. As for the question of security of bond principal, 
it is sufficient to know that the Interstate Commerce Commission has placed its 
official valuation of the bonded obligations of the railroads at nearly double the 


bond capitalization of all the roads. 


The steady day to day improvement 
in last week’s volume of trading was 
significant. It was proof conclusive 
that investors have come to a realiza- 
tion of the merit in the slogan of “The 
Financial World” that now is the time 
to buy and income is the proper thing 
to buy. 


Another significant feature of the 
year’s closing bond market was the 
marked difference between the atten- 
tion given to the rail list and to the 
industrials. The latter most of the 
time were irregular. 


But the outstanding feature was that, 
with the growth in volume of trading, 
there was an accumulation of evidence 
that investors principally are interested 
in obligations which show an income 
yield of from 6% per cent. to 8 per cent. 

In this connection it might be said 
that, although the outlook for the in- 
dustrials is by no means cheerful, as 
far as the long swing is concerned, 
there nevertheless are to be found 
among the latter many bonds that are 
attractive, both from the standpoint 
of safety of principal and interest and 
also from the standpoint of income re- 
turn. 

For example, United States Rubber 
refunding 5s, which are selling around 
74, do seem to be a good purchase. The 
yield at that price is 6.8 per cent., and 
we do not believe that the interest is 
in any danger. United States Steel 
sinking fund 5s, although selling on a 
lower yield basis, cannot be questioned 
as to safety and they usually, with nor- 
mal conditions prevailing, can command 
par, 


It was noted that Erie convertible 
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“D’s” were inclined to improve. The 
Frisco issues still seem to be retaining 
their popularity, which, by the way, is 
well founded. In the past several days 
we have received numerous inquiries 
regarding the Erie bonds. Many do not 
seem to be able to make up their minds 
about them, apparently alarmed be- 
cause of the fact that the bonded debt 
of the company is about the largest of 
any of the railroads. 


In answer to such doubts and in- 
quiries it may be said that, as the road 
has managed for so long a time to 
meet its interest payments, under the 
changed conditions it should not be in 
any serious difficulty. We prefer the 
junior issues, like the convertibles and 
the general lien 4s. The latter have 
been selling around 44, which is on a 
basis to yield about 9 per cent., which 
should prove an attractive enough in- 
come yield. These junior issues, of 
course, are speculative, but, frankly 
speaking, they are less risky than are 
the stocks of the same company. 

We have entered upon a new year, 
filled with new possibilities, and most 
assuredly likely to be one in which the 
shrewd investor who purchases at pres- 
ent low prices will be able to close out 
another 365 days to his or her pecun- 
iary advantage, unless some unforeseen 
disaster or upheaval develops to upset 
all fundamentals. 


We cannot urge too strongly upon 
our readers the importance in mapping 
out their 1921 program, of selecting 
those securities which have a high rate 
of return and a reasonable assurance 
that interest payments will 
tinued. 


be con- 
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Examinations, Geology and Pro- 
duction Reports, Valuations, Eco- 
nomic and Financial Phases of New | 
Projects given 
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The Petroleum Industry presents problems dif- 


fering greatly from those encountered in any | 
other business. To handle the engineering phases 
of these problems I have developed the only con- 
sulting organization in the world devoted exclu- | 
sively to matters of petroleum geology, produc- 


tion and refining. 
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and Rate Zone 


MAP 
of the United States 


Showing in distinctive colors the main 
lines of the more important systems 
and the different railroad rate zones. 
Accompanied by a pamphlet in which 
we discuss the improved position of the 
railroads under the new Transporta- 
tion Act. 
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cial World” has been stressing 

the opinion that the next really 
important and sustained upward swing 
in the market will be led by the rail- 
road stocks. In that time realization of 
the meaning of the economic forces 
at work in the country, and the mean- 
ing of the epochal achievement rep- 
resented by the Transportation Act of 
1920, gradually has come to the public 
that is interested in the markets. And 
with the realization has come accept- 
ance of our forecast for 1921. 

Last year saw the climax reached in 
the Government’s experiment in the 
contro] and operation of the nation’s 
transportation systems. The railroads, 
operated for more than two years, as 
a war emergency measure, by the Rail- 
road Administration, were turned back 
to their owners. 


KF“: about four months “The Finan- 


And at the same time 
the public was handed a nice little bill 
for some millions of dollars as the 
price of the experiment. 

The year just entered upon, and the 
next, will be a test period which should 
settle for all time the question as to 
whether or not the public wishes ever 
again to return to the costly and ineffi- 
cient service 
trol. 


under government con- 


But, more important to those who are 
stockholders, and bondholders, of the 
railroads, the next year or two will, or 
should, witness a degree of prosperity 
for the railroads 
theirs for 


not been 
Last year 
stands out in railroad history as the 


which has 
a generation. 


first in the annals of steam transporta- 
tion in the United States when public 
authority recognized the truth that, in 
order that transportation service may 
be adequate, the rates charged for ser- 
vice must first of all be fair and rea- 
sonable. 

Not alone did the Transportation Act 
of 1920 assure to the roads income of 
not less than 51%4% on the value of the 
properties in public service. The In- 
terstate Commerce Commission, the Su- 
preme Court of Transportation, fixed 
rates calculated to be sufficient to com- 
ply with the terms of the Act. 

The new rates were made applicable 
in September of last year. At this 
writing the returns for September, Oc- 
tober, and, for a few roads, for the 
month of November, were made public. 
They have, in some cases, fallen short 


—Ock— =~ tov - 





The Tangle Unraveled—® xy /ncome 


of showing an appreciable gain in net, 
but gross showed a remarkable jump, 
despite the fact that a large portion of 
September’s business was carried at 
the old rates, and unusual business de- 
pression had begun to set in just when 
the new rates went into effect. 

Because, without anything to justify 
the expectation, the showing resulting 
from the increased rates fell short of 
the mark, there have been current sug- 
gestions that the roads would be com- 
pelled shortly to ask for still higher 
freight and passenger rates. Regard- 
ing such insidious canards, Mr. T. De 
Witt Cuyler, Chairman of the Associa- 
tion of Rvilway Executives, has this to 
say: 

“I know of no movement on the part 


‘of the railroads for a general increase 


in rates, nor do I expect any. 

“In my judgment the American rail- 
road companies during 1920 fully justi- 
fied, and during the coming year will 
make every effort to continue to justi- 
fy, the support and confidence which 
public opinion in gratifying measure 
has already accorded them.” 

The Tangle. 

In the early part of September last, 
shippers and persons writing for the 
magazines about public questions had 
a great deal to say about alleged car 
shortages, labor disturbances, and tight 
money. They talked about a railroad 
crisis. There might have been a crisis; 
doubtless was, until the roads were 
granted the increased rates and were 
able to get their old private organiza- 
tions into working trim again. 

But the evidence cited last week by 
Mr. Cuyler as to the accomplishments 
of private management in the first nine 
months of opportunity since the relin- 
quishment of the roads by the Gov- 
ernment, shows just how well any 
tangle that might have been was un- 
snarled. 

Since March 1, 1920, to the close of 
the year the roads, according to Mr. 
Cuyler, under private management 
have: 

1. Increased the average freight car 
movement per day 6.3 miles, and in- 
creased the average load per car 1.7 
tons. 

2. Reduced the accumulation of 
loaded, unmoved freight cars from 103,- 
237 on March 1, last, to 21,991 on De- 
cember 3, and relocated approximately 
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180,000 box cars from the east to the 
west, and about 180,000 open top cars 
from the west to the east. 


3. Spent over $500,000,000 extra on 
improving the maintenance of tracks, 
bridges, cars and locomotives, and con- 
tracted to about $250,000,000, 
largely out of earnings for additions 
and betterments; arranged for the pur- 
chase of about 50,000 new freight cars, 
1500 new locomotives, and 1,000 new 
passenger cars, and begun the recon- 
struction of thousands of old cars. 


spend 


Sut one of the most vital items sub- 
mitted in Mr. Cuyler’s evidence is the 
fact that the railroads, with a dete- 
riorated plant, under disturbed labor 
and business conditions, last year 
moved the largest volume of traffic 
every known in a single year. 


Verily the tangle has been unsnarled, 
and the stock and hond holders of the 
railroads have been given cause for 
satisfaction. 


The Meaning 


“The Financial World” believes that 
the meaning of the improvements that 
have been made, of the establishment 
of rates from which it is expected 
that the roads will be able to earn 
5% per cent. on property valuation, 
and the fact that the roads last year 
handled the largest volume of traffic 
in history, with a deteriorated plant, 
is that 1921 should prove an almost un- 
precedented opportunity for the in- 
vestor. 


Writing of the situation, Mr. Thomas 


Gibson, in his forthcoming annual 


forecast, will say: 

1. Property value of all roads on 
which compensation is based is $18,900,- 
000,000. 

2. at 534 
able for 


per cent., the amount avail- 
charges and dividends, is 
earned on this sum, as required by law, 
compensation will be $1,039,500,000. 


bond 
leaving 


3. To pay 
$450,000,000, 
stocks. 


interest requires 
$589,500,000 for 


4. Total net stock capitalization is 
$6,823,694,000. The sum of $589,000,000 
is equal to over 8.60 per cent. on all 
railroad stocks, including such issues 
as Erie and Chicago Great Western 
common. It is really more than this, 
as most of the preferred stocks are 
limited to 4 per cent. and none of 
them bear more than 7 per cent. 


5. But this is not all. The calcula- 
tions given above are based upon par 
value of stocks. Calling the present 
market average for all stocks about 
60, the return of 8.60 becomes over 14 
per cent. on market value. 


The correctness of this statement is 
based entirely upon the Government’s 
performance of its covenants. 


Some Misleading Statements 


In certain quarters in the 
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Street, 


where chronic pessimism prevails, one 
hears the remark: 


“All the speculation has been taken 
out of the railroads by the Transpor- 
tation Act, which assures an income 
of no more than 6 per cent. and no 
less than 5% per cent. And the roads 
cannot afford to borrow money for 
necessary improvements and additions 
at a cost of 7 per cent. and more, when 
their income is limited to 6 per cent.” 


Such an argument is conceived in 
fallaciousness. In the first place the 
Transportation Act plainly states that 
one-half of earnings in excess of 6 
per cent. shall go to the Government 
to be part of a revolving fund from 
which the carriers may borrow at 6 
per cent. The benefits should be ob- 
vious, and the answer to the carpers 
sufficient. 


Further, bankers and economists as- 
sure us that interest rates from now 
on are certain to decline. But we 
cannot see that the fact that capital 
may cost 7 when borrowed and can 
earn only 6 per cent. when invested 
has anything to do with the situation. 
We have learned that last year, with 
a run-down plant, and without addi- 
tions, the roads were able to carry 
successfully the largest volume of traf- 
fic in the history of the country. 


The fact remains that railroad stocks 
today are selling far below their proper 
level in view of the prospects. The 
essential fundamentals for a _ repeti- 
tion of the bull movement of 1908 are 
present at this time, plus the added 
speculative material in the shape of 
permissive railroad mergers, and in- 
creased earnings under the new rates. 


The year just begun should prove 
one of the best from the standpoint 
of price appreciation that has been 
witnessed for many years. It stands 
to reason that, for example, the re- 
organized rails, selling at bargain 
prices, sanely capitalized, showing in- 
creases in tonnage that promse well 
under the new rates, must advance 
quite a distance before they have be- 
gun to discount the favorable factors 
in the outlook. 


The return on any number of rail- 
road securities is well over 7 per cent. 
at present prices. And the action near 
the close of 1920 of one railroad in 
inaugurating a dividend of 5 per cent. 
is a good omen. We anticipate that 
the present dividends will be main- 
tained, many increased, and many new 
disbursements initiated within the next 
twelve months. For these reasons, our 
recommendation regarding a program 
for the new year’s investments «singles 
out the railroad stocks and _ bonds, 
particularly the low-priced bonds, as 
the safest and most promising. 
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Qutlook for Industrial 
Stocks 

T is .a practical certainty that the 
] coming year will be one in which 

the industrial stocks will be forced 
to accept second the 
market. The influence 
the law of dimishing return. 


place in stock 


ruling will be 

For a long time the industries of the 
country enjoyed a period of mounting 
profits, in company with the mounting 
of the commodity price line. There 
also was a disposition on the part of 
the public, fanned by the steadily im- 
proving reports of earnings, to indulge 
speculative appetites on the industrial 
side of the big board. 


Last year, however, saw the gradual 
change in conditions which made for 
the leadership of this form of security 
as a speculative favorite. Commodity 
prices reached their peak and economic 
necessity compelled a revision. The 
consumer, tired with his long battle 
with the cost of living, drew in his 
purse strings and entered upon a silent 
period of protest. 


Then, in the final half of 1920, earn- 
ings of industries began a process of 
diminishment. Directors, seeing busi- 
ness falling off and, having dipped al- 
ready rather deeply into reserves from 
the boom years when profits were 
large and business flourishing, became 
conservative overnight. Dividends were 
either abandoned entirely, or were 
greatly reduced. 

Just prior to the close of the year, 
the industrials were ruthlessly attacked 
by bear raiders. Prices were depressed 
with little partiality. The Street, while 
everything is rosy, and profits are ac- 
cumulating, can be most enthusiastic- 
ally optimistic. But, let things once 
take on anything like an unfavorable 
tone, and optimism quickly disappears. 

3ut it is idle to dwell upon what now 
obtains, or upon the happenings of the 
recent months. Speculation is not pre- 
dicated ,upon what is known but upon 
what one believes the future will de- 
velop. 

We have stated that it is a practical 
certainty that industrial stocks will not 
be the speculative favorites this year, 
because of the dominating influence of 
the law of diminishing return. Which 


is just the same as if we had said that 


the favorites will be those stocks the 


income for which is most reasonably 


assured during the coming year or two. 


But it must not be concluded that it 
is or would be our advice that there are 
to be found in the industrials no op- 
portunities for profitable 
or investment. On the contrary, we 
believe that there are some opportuni- 
ties that are most attractive, with the 
single reservation that their advances 
may not turn out to be of such wide 
range as should be the fortune of the 
railroad and utility stocks. 


speculation 


If the investor wishes to so distribute 
his commitments as to include some in- 
dustrials, it will be well to consider pre- 
ferred stocks like Steel, equipment 
company preferred and such _ stocks 
which appear to have a prospect of 
improvement rather than diminution 
of earnings. 


But, speaking of the industrials as a 
whole, we are inclined to the opinion 
that the coppers and tobacco stocks ap- 
parently have the most promising out- 
look. For the purposes of this present 
review, we will be content with giving 
particular attention to the coppers. 
But before entering upon the discussion 
it might be well to say that, because 
of the technical position of the market, 
there is apt to be a sharp upturn for the 
entire list. This, however, would be 
but temporary as a prelude to the 
definition of the longer movement of 
the year we have entered upon. 


The Coppers. 

The story of the copper stocks for 
some time has been one of diminishing 
profits, some abandonments of divi- 
dend payments, and¢@forced shut downs 
of plants. But, unlike the majority of 
other industrials, where dividends have 
been abandoned or reduced, there has 
been nothing but what might be regard- 
ed as a temporary suspension because 
of purely temporary conditions. When 
these have been corrected, dividends 
will be restored and earnings again will 
be back on the old basis. 


It is to be borne in mind that the 
profits of the producers of coppers are 
dependent entirely upon the price of 
the red metal. The companies, nor- 
mally, produce so much. The demand 
normally is equal to a stated number 


of pounds. The variation in price of the 
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Some Industrial Price Averages 


Aver. De- 
Date Price Advance cline 
oS Jan. 15 72.54 sehe 
HI III in bine ceneesacen Jan. 15 89.67 17.13 
BD NE re May 29 87.67 Sees is si 
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1920 -0ee SUSETIAISs ok. cas oon ede ae ee Dec. 29 63.60 25.78 








increases or 
revenues in a_ stated 


metal of a cent or two 
reduces annual 
proportion. 


When the turn comes, it is reasonable 
to expect that companies like Ana- 
conda, Utah and Ray, will have the 
cream of improvement. But among the 
porhyry coppers there is little choice. 
The group which includes Chino, Ken- 
necott, Nevada and Miami will ulti- 
mately reward patient holders. 


The past year or so, we believe, has 
witnessed the complete discounting of 
everything untoward that can happen 
as far as the industry is concerned. The 
world is running short of copper and 
its demand before long will correct 
the price situation Then commodity 
price reduction cannot but have favor- 
able results. It means the lowering of 
production costs, which is a vital detail. 


There does not seem to be any ground 
for debate about the long range view 
for the price of the red metal and for 
the price of the stocks. For that mat- 
ter, copper stocks are ridiculously low, 
when one considers the future pros- 
pect. War resulted in the loss of large 
quantities of metal which must be re- 
placed. It is true that copper is a 
metal that is used over and over again; 
scrapped and re-employed. But the 
great losses in metal supply, and the 
months and months of lowered or sus- 
pended production which have been 
forced upon the producers by the mar- 
ket price for the metal are factors 
which will work toward making for 
higher prices for the stocks. 


The high market prices for copper 
stocks in the past frequently have been 
made, not when actual dividends were 
large, but, on the contrary, when they 
were relatively low. 

Jut the thing to bear in mind is that 
the prices for the stocks are not going 
to wait for the actual accomplishment 
of what is now only indicated. 

The Equipment Shares 

Speaking broadly, the equipment 
companies are in an advantageous po- 
sition. While it is admitted that they 
will have to do business on a reduced 
margin of profit this year, the fact 
remains that it is some time since they 
have been able to handle any railroad 
business to amount to anything. The 
carriers have been unable to finance 
needed purchases of equipments to any 
appreciable extent. 
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No matter what anyone may say to 
the contrary, the railroads must before 
long come into the market extensively 
and that must mean greatly acceler- 
ated operations on the part of com- 
panies like American Car & Foundry, 
American Loco, Pressed Steel Car, 
Baldwin and Haskel & Barker. 


These companies all are in exception- 
ally sound financial position. While 
other industrials were accumulating 
materials on hand, the equipments were 
following an opposite course. An ex- 
ample is the reduction of inventories 
since April, 1919, by American Car 
about 208%. For this reason, most of 
the companies, when the railroads once 
more able to become real purchasers of 
equipment, will be able to quote prices 
at prevailing levels without having to 
make any provision for high priced 
inventory. 


Equipment purchase for the next few 
years must of necessity be progressive 
in character. It should show a steady 
increase for some time. And here, as 
in the case of coppers, prices for stocks 
will not wait the accomplishment to 
make their advance. 


Fertilizers and Tobaccos 


The coming year is apt to prove to be 
a relatively poor one for the fertilizers 
and a good one for the tobacco com- 
panies. The fall in prices for farm 
products is almost certain to have a de- 
pressing effect upon the fertilizer pro- 
ducers and among the companies those 
which are more or less dependent upon 
southern farmers for a selling field are 
apt to be hard hit. 


In times of diminishing profits, and 
business depression, tobacco is some- 
thing which rarely suffers. People can 
continue buying the same quantities, 
or they can abstain or else get along 
with less weed. As a rule they prefer 
to stick to the wood. 


It seems safe to conclude that, for 
another year at least, the tobaccos 
should fare better than the fertilizers. 


Conclusion 
Summarizing the industrial situation, 
stock marketwise, there seem to stand 
out the following: 


First, the coppers seem about as well 
liquidated as is necessary to reflect 
fully the adverse conditions with which 

(Concluded on page 38) 
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RECENT bond offering by the 
Consolidated Gas Electric Light 
& Power Company of Baltimore 
awakened some the 

interest in this concern. The 
common stock and the preferred, when 
it was outstanding, have always ranked 
as premier public utility investment is- 
sues. The preferred paid the full 6% 
from the time of the company’s incep- 
tion in 1906 until it was retired in 1917. 


A 


has more than 


usual 


Vital Statistics: 

Consolidated Gas was incorporated 
in June, 1906, under the laws of Mary- 
land, with a perpetual charter, as a con- 
solidation of the Consolidated Gas 
Company of Baltimore City and the 
Consolidated Gas, Electric Light & 
Power Company. Later the new com- 
pany acquired control of ten other 
operating concerns in the same terri- 
tory. At the present time the com- 
pany is engaged in the distribution of 


gas, electric light and power in the 
City of Baltimore and vicinity. 
The funded debt of Consolidated Gas 


consists of bonds to the extent of $33,- 
928,000 and notes amounting to $13,254,- 
000, making a total of $47,182,700. These 
figures include the underlying 
of the various companies 
The total number of 
standing is eight. 
The capital stock consists of an au- 


thorized ot for $30,000,- 
000 of which $14,608,700 is outstanding. 


issues 
controlled. 


bond issues out- 


issue common 
The entire issue of preferred stock was 
redeemed, 
redemption, on 
1920, 
consolidated 


or made for its 
1917. On Feb- 
$354,233 outstanding 
mortgage “A” debenture 
stock was redeemed. There is outstand- 
ing $8,254,700 convertible 5% 
November 15, 


provision 
April 2, 


ruary 1, the 


due 
1921 (included in the total 
funded debt figures given above) which 
are convertible at par into the com- 
pany’s common stock at 110 per share 


notes, 


Consolidated Gas of Baltimore 




















November 15, 1918, 


notice. 


time after 


five 


at any 
upon days’ 

A table accompanies this article ‘an- 
alysing the income account over a num- 
ber of years. It will be seen that while 
the ratio of operating expenses to op- 
erating revenues has increased during 
the war period the increase in the vol- 
ume of business was sufficient to off- 
set this factor and leave a sum avail- 
able for fixed charges equal to over 
twice the requirements. The percent- 
age earned on the common also shows 
consistent increase, even during the 
period when public utilities as a whole 
suffered the severest. 


Earnings for the current year are 
the best in the company’s history. For 
the twelve months ended October 31, 
total operating revenue amounted to 
$14,930,681 and net after taxes was $5,- 
295,634. Net income after fixed charges 
amounted to $2,856,693, and surplus af- 
ter dividends amounted to $1,688,118. 


Average annual earning power for 
the common over the last ten years is 
13.68%. On December 31, 1919, the net 
tangible assets applicable to the com- 
mon stock amounted to $16,149,627, or 
$110 per share. 

Conclusion: 

The company has four 2,000 k. w. 
and one 5,000 k.w. engine driven alter- 
nators and one each of 7,500 k.w., 15,000 
k.w. and 20,000 k.w. be- 
side additional con 
struction. 
an 


turbo-engines, 
equipment 
The present equipment has 
aggregate capacity of 118,000 hp. 
The gas properties have a daily pro- 
duction capacity of 45,000,000 cubic feet. 
The company has a contract by which 
it may purchase from the Maryland 
plant of the Bethlehem Steel Company 
by-product coke oven gas for a sub- 
stantial part of its output. 


under 


lines owned 
Population served, 


The gas 
miles. 


measure 811 
775,000. 





Analysis of Income Account 





Years Ended June 30 


Total Net Ratio 

operating operating Zzross 

Year revenue revenue to net 
oe $12,780,120 $4,767,214 62.69 
Serie 10,489,550 4,073,866 61.16 
er 8,458,613 3,978,449 52.96 
Ly | 7,341,537 3,493,461 52.42 
aD: © s.6ee 6,676,116 3,099,533 53.56 
ee | awewe 6,324,140 2,990,319 53.48 
Ly he 6,062,951 3,099,770 48.87 
re 5,430,569 2,787,682 48.67 
Se « ekigs 4,842,095 2,386,655 50.71 
ere 4,679,501 2,413,967 48.42 


*Year ended December 31. 


Total Times 
including fixed Per cent 
other charges Net earned 
income earned income on com. Surplus 
$4,800,711 2.10 $2,517,089 17.33 $1,355,063 
4,203,905 2.03 2,132,565 14.82 981,701 
4,018,645 240 2,346,422 15.02 1,040,675 
3,583,693 227 2,003,635 13,89 871,832 
3,212,819 1.96 1,572,458 11.56 507,829 
3,067,075 1.95 1,499,386 11.43 607,824 
3,151,792 2.14 1,675,025 15.27 848,106 
2,822,401 1.99 1,405,133 13.12 600,383 
2,412,336 1.75 1,034,932 8.76 254,827 
2,433,564 1.77 1,059,202 10.09 509,598 
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MONG tthe railroad equipment 
A comoanies which stand out be- 
cause of large asset value behind 
the stocks and demonstrated high 


grade earning power, one of the best is 
Baldwin Locomotive. 


No matter how one may proceed to 
develop the actual worth of any se- 
curity, about the last, and most re- 
liable, test is that which brings out 
the value of the company issuing the 
security, as a going concern. 


One manner in which we may ascer- 
tain that value is to find what the 
earning power of the company has 
heen over a period of years and what 
the actual asset value behind the 
stocks may be. Other facts that may 
be brought out in the study have im- 
portant bearing. 


Then it is important to know what 
the surplus per share has amounted to, 
both for the preferred and common 
stocks, which paves the way for an es- 
timate as to the value added to the 
stocks during the period. 


These main facts wili be brought out 
in the course of this Tabloid. 


It is perfectly true that the equip- 
ment companies last year did not draw 
the business which was necessary to 
make their profits appear large. The 
railroads, without the necessary funds, 
er the essential credit, were not in the 
market. But 1921 promises to tell a 
different story. 


To those who are gifted with the 
wisdom that causes refusal to be 
blinded to future possibilities by the 
immediate outlook, it will be apparent 
that by the end of this year the equip- 
ment companies should be showing 
very large earnings. The prospect for 
1922 is very good indeed. 


Vital Statistics: 


In the absence of a statement for 
the year 1920, reference must be made 
to the last available statistics by which 
estimate may be made of equities ap- 
plicable to the common stock. This 
item stands $157 a share, which in- 
cludes the equity in Standard Steel 
Works. 


In 1919, the common earned 27.35%, 
which left a margin over dividend re- 
quirements of 18.38%. 

In September last the company an- 
nounced that it had on hand orders 
sufficient to keep the plants in opera- 
tion at capacity for six months. 

The average earning power for the 
preferred stock since 1911 has been 
27.42%, and the annual average for the 
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\ dividend of 7% is 
paid on both stocks. 


common 20.42%. 


The surplus from operations, for the 
common stock after all dividends for a 
period of years, was as follows: 


We oc ccs teenies $8.86 per share 
ee 24.55 per share 
ae 49.11 per share 
| ee eee 19.62 per share 
eee ee 18.53 per share 


The value added per share of com- 
mon as a result of this building up of 
surplus amounted to $119.46. 


The company has in the past seven 
or eight years maintained a very satis- 
factory excess of current assets over 
current liabilities, the total in 1915 
being $50,486,027, which was the lowest 
level, and as high as $91,048,403, in 1918, 
which was the highest figure. The 
working capital position in 1919 was 
$75,916,932. 


Conclusion: 


The improvement in the equipment 
business is not altogether something 
which is to be looked forward to. Ac- 
cording to reports gathered from the 
officials of different companies, this 
improvement already is apparent. 


It is to be conceded that Baldwin is 
selling low at the present time; very 
low indeed when one surveys the ob- 


viously strong financial position of the 


company, its demonstrated earning 
power and the large equities behind 
the stock. 


Baldwin’s first sinking fund 5s are 


entitled to the highest rating; the pre- 
ferred to a high grade investment 
rating, and the speculative possibilities 
in the common make it attractive. The 
lower the cheaper. 


a, eee 
SOUTHERN PACIFIC 


A road that can show a gross in- 
crease for November, which is known as 
a poor month in railroading is on a 
healthy basis even in face of a decline 
in net earnings of $2,208,623. This is 
the showing of Southern Pacific, which 
had it tried to stint in maintenance 
unquestionably could have made an 
equally good showing in net income 
But the management is pouring its 
earnings into maintenance which under 
Government supervision was allowed 
to run down. The Street did not pay 
much concern to the drop in net. In 
this it acted wisely, since the dividend 
the company pays is considered as safe 
as that of any of the railroads. 
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(INDIANA) 
Par Value $25 
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CARL H.PFORZHEIMER & CO 


Dealers In Standard Ol! Securities 
25 Broad St., New York 
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Concerning 
Chile Copper 


Chile, the young porphyry Leviathan, is not 
only a radical departure in the metallurgy 
of copper, but the shares have the distinc- 
tion at current levels of having the lowest 
market valuation per pound of copper in ore 
reserves of any of the porphyry issues. 

The current number of our Market Review 
contains a complete analysis of Chile Cop- 


per, in which this point is illustrated in 
tabular form in comparison with such por- 
phyries as Kennecott, Utah, Ray Consoli- 
market valuation per pound of copper in ore 
dated, Chino, Miami, Nevada, Consolidated. 
Inspiration and New,Cornelia. 
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Buy Bonds! 
Trite But True 
What Bonds? 


Let us suggest three 
public utility bonds 
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Industrials 


(Concluded from page 35) 


the companies have had to contend, 
and it is reasonable to expect the stocks 
soon to reflect the discounting of the 
outlook for better conditions. 


Second, the steels, rubber and some 
of the oils and shoe companies seem 
to have passed through the full stress 
of the adjustment period and to have 
worked into a more favorable position. 


Third, the equipment shares are in 
advantageous position, their inventory 
losses having been minimized by steady 
liquidation over a longer period than 
the other industrials. 


Fourth, while it may be some weeks 
judging by past before the 
market can be said to have reached a 
point where anything like a sustained 
forward movement can be either finan- 
ced or carried through, the buying 
range seems to be here, if care is exer- 
cised to avoid those industrials outside 
the ones whose future promises larger 
business. 


history, 
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New England Review 
By Craufurd Howson 


Boston.—Of coutse the New Haven 
situation is by far the most interest- 
ing topic of conversation in financiai 
circles just now. People are wonder- 
ing whether there is any hope for the 
property in view of the alleged dis- 
advantages under which the road la- 
bors because of the peculiar 


conditions. 


freight 


Payment of $2,500,000 to the New 
Haven Railroad as a compromise set- 
tlement of suit brought against former 
directors alleging conspiracy to violate 
the Sherman Act has been approved 
by Judge Hough in the U. S. District 
Court. This sum was paid A. E. Clark, 
secretary of the railroad, and an order 
thereafter entered discontinuing the 
trial which has lasted since 1914. 


Court fixed the award for counsel 
fees, expenses and disbursements at 
one-third the total sum paid in settle- 
ment, or $833,333.33 on the grounds that 
the work was done wholly by counsel 
working on fee contingent to recovery 
of a speculative sum. The New Haven 
was ordered to pay this sum to coun- 
sel for the complainants. 


Suit was brought by Edwin Adams, 
Julius C. Morse, Geo. C. Fisk (de- 
ceased), James F. Ray and Mary M. 
Clark against William Rockefeller, 
Chas. M. Pratt, Lewis Cass Ledyard 
and J. Pierpont Morgan, Herbert L. 
Satterlee, Wm. P. Hamilton and Lewis 
Cass Ledyard as executors under the 
will of J. P. Morgan (deceased) and 
Florence A. Twombly as executrix un- 
der the will of Hamilton McK. Twom- 
bly, and the New York, New Haven & 
Hartford Railroad. The purpose was 
to recover money lost by alleged un- 
lawful and ultra vires acts of directors 
in the years 1890-1914. 


Leather Situation 


A canvass of the leather trade re- 
veals considerably more cheer than has 
been in evidence for some time. The 
trade believes that the signs indicate 
an early price basis which will bring 
out a change toward trade activity. 
For this reason it seems advisable to 
hold leather stocks which been 
seriously depressed and which seem 
to have discounted the worst of the 
situation. 


have 


Forces Reduced 10 to 12 Per Cent. 


There is a precipitate decline in 
freight traffic and revenues during the 
past two weeks for the New England 
Railroads as a result of a prolonged 
period of curtailed mill and factory 
operations. In order to bring operat- 
ing ratio down the roads have cut their 
working forces from 10 to 12 per cent. 
It is estimated that about 12,000 men 
have been laid off so far. This will 
mean a big saving in operating ex- 
penses and should produce a favorable 
showing for net revenues. 
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ANACONDA PASSES ITS DIVIDEND 


Since what had_ generally been 
recently anticipated occurred Ana- 
conda did not react much when the 
directors passed the dividend. This 
was but a natural course as the stock 
had been discounting such a probabil- 
ity from time it began to look as if the 
dullness in the copper trade would 
make such action possible. The com- 
pany is in a strong position, buttressed 
as it is with a surplus of $60,479,000, 
and despite the low price for the metal 
showing a net profit in the year’s op- 
eration in excess of $2,000,000. Hence- 
forth speculation in the stock will 
hinge around the period when it is ex- 
pected the directors will regard it safe 
to resume distribution of profits to the 
shareholders. Such an _ anticipation 
seems to be worth the current market 
price of the stock. 
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Sound knowledge and definite information is the 
foundation of careful investment. 


The Booklet of Securities, comprising over 
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3 information on all active securities. 
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Atlantic Gulf and West Indies 


rather acute disfavor for some 

time and last week was by no 
means an exception. There is some 
merit in the attitude of investors. The 
shipping business has fallen into hap- 
less days. 


G sther a shares have been in 


But at least one of the shipping com- 
panies is in a unique position because 
of its diversified activities, namely, At- 
lantic Gulf & West Indies. This com- 
pany is carrying on an intensive oil 
development work which most people 
seem to have overlooked. 


The oil activities of Atlantic Gulf are 
the result of a far-sighted managerial 
policy. It was realized by the directors 
that the shipping business alone might, 
normally, fall short of earning suf- 
ficient to meet all requirements for 
securities issued. The company had 
plenty of money to invest. The prob- 
lem, then, was that of choice of a place 
in which to put the money to best ad- 
vantage. 


The selection of oil development was 
a fortunate one. The world is engaged 
in a more or less feverish contest for 
command of oil resources, and will be 
for years to come. That means that 
it will not be at any near date that 
the supply will have come up to ade- 
quacy. 


It is estimated that the oil program 
of this company, when completed about 
the middle of this year, will involve 
an outlay in the neighborhood of $60,- 
000,000. About 15 per cent. of this 
amount, it is stated by officials of the 
company, will be spent in the Mexican 
field. 


The company has large investments 
in refineries in England and France, 
where operations are being conducted 
in co-operation with British and French 
experts. Then there is a fairly sub- 
stantial investment in Colombia, where 
it is expected in time there will be 
a huge supply. 


About 50 per cent. of the company’s 
oil investment is in tankers, which 
authoritative opinion holds will prove 
to be a valuable permanent income pro- 
ducer. It is figured, because of the 
firmness of charter rates for tankers, 
that the next three years will enable 
the company to earn sufficient to write 
the entire investment off its books. In 
order to carry out this prospect, it 
would be essential to accumulate in the 
treasury a large fund. 


Regarding the company’s Mexican 
oil investment, a semi-official source 
says: “Atlantic Gulf has just as good 
a right to expect continued Mexican 
production as have dozens of other 
American and English oil corporations 
now working in Mexico. Meantime 
it may be pertinent to remark that 
Atlantic Gulf does not require more 
than nine months’ oil production to 
get back in actual net cash the entire 
sum of its Mexican oil investment.” 


—_— OoO—— 


GOODYEAR DIVIDEND 


Denial was made late in the week to 
a rumor current in New York that 
Goodyear Tire and Rubber had passed 
the preferred dividend. No action was 
taken at this time, and none is likely 
until the middle of January. 
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Buy Now—And Buy Income. 
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“Bulls” and “Bears” 


(Concluded from page 6) 


the Western Pacific be- 


failure to 


belongs to 
cause of its live up to its 
guarantee and pay the judgment ob- 
tained against it, the stockholder’s pro- 
tective committee has 
that the directors, who 
were also interested in the original fi- 
nancing of the Western Pacific, had 
into an unjustifiable transac- 
the rights of the 
This is rather a late day 
such a 


decided to set 


up the plea 


entered 
tion, contrary to 
stockholders. 
to set up and there 
the attor- 


The stock- 


defense 


is but a remote chance of 
neys getting away with it. 


holders 


are asked to meet an assess- 
ment of 20 cents a share to defray 
the legal cost. While the.sum seems 


moderate, if it were paid on the total 
outstanding stock, it would represent a 
fund of $174,000, a 
worthwhile plum for the attorneys, if 


defense nearly 


for no one else. The shares are simply 
a gamble. 

Northern Pacific—(il wielded a magic 
Northern 


speculative 


wand over Pacific so far as 


arousing interest in its 


shares. In Montana, in a_ section 
through which the road runs, the 
greasy fluid was discovered. Nothing 


could be found more important to the 


company which owns somewhere in 


the neighborhood of 450,000 acres, much 
Pacific’s oil acre- 


more than Southern 


age, which if it should be found rich 


in petroleum, will mean many millions 
of new wealth that the 


cost company 


practically nothing. One well running 
a 1,000 barrels has already been brought 
in. Hopes that this lucky strike will 
benefit ot 


rebound greatly to the 


Northern Pacific runs high, and the 
this 
jumped nearly $6 a share in a single 
But Northern 
Pacific, even if its prospective oil lands 
still be 
prospects in in- 
Elliott is 


out West now for a conference. 


Utilities 


Interborough—lIt is so generally ex- 


stock in reflecting 


expectation 


session of the market. 


peter out, can rated cheap 


considering its fine 


creased revenues. President 


pected that the company will find the 
money to pay the maturing obligations 
due by the time this issue appears that 
little attention was paid to the deficit 
ot $261,000 November. 
The that the 
incoming State Republican administra- 


reported for 


directors are confident 


tion will effect such legislation as to 


permit it to earn its board and keep 


that 
finance it over its last bridge. The prop 


bankers will be found to help 
erty is capable of earning a good re 
turn, only it has been starved by a po 


litical cabal 


Columbia Gas & Electric—W\ hat was 
expected occurred in Columbia Electric 
when an extra dividend was declared 
of $1 a share. The company is doing 


a splendid business. It has justified 


the hopes its founders placed in it 


40 
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Buy Now-—Outlook for Utilities —By Income 


HE old year closed without the public utility stocks and bonds having 


demonstrated any appreciable improvement in 
months of lowering in commodity prices, and consequent reduction in 


operating costs. 


tone as a result of five 


A canvass of the Street, while disclosing a general feeling that 
the utilities should become active on an upward 


trend before long, was an 


admission that what improvement there has been has a good way to go before 
anything like permanent betterment can be achieved. 


Some weeks ago it was thought that reductions in coal costs would contribute 


materially to betterment of operating ratio. 


than was anticipated. 


3ut the deflation has been slower 


While most of the earnings statements during the last 


quarter of 1920 were indicative of improvement over the corresponding period 
of 1919, the gains were not sufficient to induce the enthusiasm that is translated 


into market activity. 

Undoubtedly last year was the turn- 
ing point in @ very long lane of ad- 
versity. Operating costs, while they 
did not drop after the manner in which 
it was expected they would, did de 
Labor did not decline, but with 
the progress of 1920 toward its close, 


cline. 


the indications were visible of a prom- 
ise. The general unemployment situa- 
ticn in other industries, and the feeling 
that, with the reduction of the cost of 
living, there must come some revision 
iii Wage schedules, or at least a cessa- 
strikes 


for higher wages. 


tion of and constant demands 


As Mr. Schmuckler, in his discussion 
vt public utility bonds in the last issue 
of “The Financial World” so sufficiently 
stated, “the men who have a job will 
work, and as living costs decline, re- 


ductions in pay will be more readily af- 


fected.” 
It is reasonable to expect that, as 
1921 advances, there will be an 1m- 


provement in operating efficiency be- 
cause of the quality of work rendered, 
and the introduction of economies now 


in contemplation. This cannot but be 


reflected in reports of net, which is 
the thing in which stockholders are 
most interested. 


An example of marked improvement 
in earnings that is noteworthy is that 
o; Cities Service. Although some may 
take exception at Cities Service being 
mentioned as a public utility because 
of its large oil business, it must be re 
membered that the company has large 


gas and electric interests which have 
been growing steadily. It is common 
contention among those familiar with 


the situation that the next two or three 


vears will witness some remarkable 


strides on the part of the gas and elec- 


tric companies. Industry is by degrees 


working toward the use of central sta- 
tion power, and the uses of electricity 
and gas for industrial and other pur- 
poses is growing so rapidly that the 
industry is worth watching. 

“The Financial 
World” published a series of articles 
dealing with Cities Service in which it 
was stated that judging by indications, 
1920 would prove to be a marked im- 
provement over the preceding year. 
The earnings statements published last 
week substantiate the claim. 


Early last year 


In the eleven months ending Novem- 
ber 30, 1920, Cities Service earned gross 
$22,871,546, which was a gain of nearly 
five millions over the corresponding 
1919. The balance for the 
period available for reserves, dividends 


period in 


ou the common, and surplus, after pro- 
viding for all 
preferred 


and 
dividends, $16,179,699, 
which was a gain of $4,198,784 over the 
amount remaining for the similar period 
in 1919, 

In the twelve month period ended No- 
vember 30 last, the preferred stock di- 
vidend requirements were earned 4.72 


expenses, interest 


was 


times, and the balance remaining for 
common dividends, reserves, and sur- 
plus totaled $43.61 a share on the com- 


mon. 
Such a favorable showing is con- 
strued to be a favorable commentary 


upon the advancement of the company. 

In fact there is nothing in the public 
utility situation which we interpret as 
detrimental to the industry and there- 


fere to the stocks. We see nothing in 


the entire situation which alters the 
opinions previously expressed in this 
department. While we anticipate that 


it will take time to reconcile ideas re- 
garding the outlook for the utilities, we 
dc believe that, from the long range 


viewpoint, the prospect is bright. 
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The Year in Review 
By C. M. HARGER 


S we look back over the past 
A year’s events in the farm loan 

field it reveals one of the most 
puzzling eras in history. The erratic 
course of finance has affected farm 
mortgages as other forms of investment. 
In the early months it seems that we 
should have a moderate trend in the 
path to normal conditions. While 
money was scarce and land values high 
the outlook was fair for some lessen- 
ing of the strain. But the buyers’ re- 
volt in spring, followed four months 
later by the sudden deflation of values, 
the withholding of the farmer’s crop 
from market and the nervousness over 
the price of farm products, together 
with the money stringency that made a 
perpetual bargain day for the investor 
in bonds and high class stocks, all 
helped upset the mortgage market. 
Interest rates early in the year settled 
to a seven per cent. basis, even in the 
best known fields, and as the months 
progressed it has shown a stronger 
tendency. The suit in Federal courts 
to test the land bank law stopped all 
lending from that quarter and put the 
burden back on the ordinary loaning 
agencies. As a result the later months 
saw an unprecedented demand for 
loanable funds and utterly inadequate 
supply to meet the needs. The insur- 
ance companies, which have become 
the largest loan supply, have been com- 
pelled to limit their representatives, 
setting aside a stated amount for cer- 
tain periods in each field, and the agent 
must make that serve. Another fea- 
ture has entered, the classification of 
loans. For instance, a first class loan 
in the Middle West is one on a culti- 
vated farm with at least fifty per cent. 
of its area under plow, the owner re- 
siding on it and having no other in- 
debtedness than the loan and asking a 
loan only up to 40 per cent. of the 
appraisement. Such a loan is made at 
seven per cent. Then if the loan is to 
be 50 or 55 per cent. of the appraise- 
ment the rate is 8 per cent.; if the land 
is less fully cultivated and other condi- 
tions are less favorable the amount 
loaned is cut down, and if the owner 
does not reside on it there is still a 
greater restriction. So the loaning 
agencies are making distinctions and 
trying to get only the highest grade of 
securities. 


In addition to the ordinary borrow- 
ing, which always goes on as new farm- 
ers take the land, has been borrowing 
at request of the banks to clean 
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up current indebtedness. The farmer 
is urged to borrow on his farm and 
pay his bank loan. In this way some 
very fine loans are written and they 
will be taken care of promptly. The 
farmer is much concerned over the low 
price of products and insists that the 
grain now on hand will not bring in 
market what it cost to raise. He is dis- 
posed to make his creditors wait until 
he sees his way out, either through the 
increased price leve! of his products 
or through adjustment of commodity 
prices to meet his level. Consequently, 
he is not in a mood to discuss easily 
the shortage of loan funds and his im- 
patience is heightened by the plainly 
inadequate supply which he does not 
at all understand. The end of the year 
sees the mortgage field in a waiting 
condition, like other financial territory, 
trying to get along until there is a 
brighter sky. For the immediate fu- 
ture not much expectation exists of a 
larger loan fund; the producer may 
market his grain now held in his gran- 
ary to a greater extent than before 
known, but he will not have more than 
enough to meet his pressing obligations 
and carry him over until the next har- 
vest. When another crop has been 
gathered and sold, better conditions 
may be looked for. The farm mortgage 
bankers have marked during the year 
new high levels of usefulness and have 
taken advanced ground in putting forth 
greater efforts to help in the financial 
stringency of the times. Their influ- 
ence promises to be one of the strong 
features of the mortgage situation of 
1921. System and full understanding 
of what the country needs, with larger 
publicity for the security based on 
farms, are among the demands of the 
present, and indications are that we 
shall see a marked change in methods 
as organization develops. 
Oo—- 
GENERAL ASPHALT 

The General Company has sold $.,- 
000,000 8% ten-year sinking fund con- 
vertible gold bonds, due December 1, 





1930, at a price to yield 820%. The. 


company, through its subsidiary com- 
panies, is engaged in the production and 
sale of asphalt and oil, and the manu- 
facture of a wide range of their prod- 
ucts. The property includes valuable 
rights to deposits of asphalt in Trini- 
dad and Venezuela and, under United 
States patents, in the State of Utah. 
In addition to the refineries and manu- 
facturing plants the company owns 68 
miles of railroad, operated in connec- 
tion with the Utah holdings. Over the 
past five years net earnings applicable 
to interest charges have averaged over 
2% times the requirements annually. 
The present issue of bonds is a direct 
obligation of the company, which itself 
has no mortgage debt. Convertible at 
the option of the holder after January 
1, 1923, into common stock of the Com- 
pany, par for par. The market value 
of the securities junior to these bonds 
is approximately $13,500,000. 
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You want The Financial World, 
otherwise you would not subscribe. 
Then why not keep the copies intact? 
Surely e interesting articles and 
financial news are worth preserving. 


We can furnish Financial World 


Binders, large enough to hold one 
year’s Financial Worlds, with the 
name of The Financial World in gold 
on the cover, for 
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MORTGAGE 
INVESTMENTS 


A SQUARE 
DEAL 


For 35 years a square deal has 
been given by George M. For- 
man & Company to all their 
customers. Therefore, to-day 
some of the largest insurance 
companies are investing their 
funds in Forman Farm Mortgage 
Investments, netting 7% interest. 
For the same reason these securi- 
ties have also been purchased by 
hundreds of individual investors 
desiring safety and an attractive 
interest return. 





















Our new booklet, “Selecting 
To-day the Investments of 
To-morrow,” should be in 
the hands of every investor. 
Write for it now, using the 
attached coupon. 
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The Foreign Field 


(Concluded from page 23) 


1919, in spite of the higher price value 
obtaining last year. 


For the first ten months of last year 
the adverse balance of trade was £335,- 
000,000, as compared with £581,000,000 
in 1919. For the entire year, with in- 
visible exports totaling somewhere near 
£600,000,000, it is anticipated by the 
Board of Trade that there will be a sub- 
stantial balance in favor of Great 
Britain. 


In the tables accompanying this article 
the value of imports and exports of 
Great Britain is shown for the first 


ten-month period of the year just 
closed, and for the corresponding 
period in the previous year. The figures 


in parenthesis are those after conver- 
sion into 1913 values on the basis of 
index numbers ruling. 

iiitilaniinen 
Norway’s Export and Import 

The latest tables published by the 
Norwegian Bureau of Statistics cover- 
ing the month of October indicate that 
Norway’s export is continually on the 
increase, 

rhe export of printing paper was 
11,009 tons as compared with 7,364 tons 
in October, 1919; of iron ore, 33,979 
tons, as against nothing last year; of 
iron pyrites, 29,031, as against 17,762 
tons last year; of Norwegian saltpeter, 
$963, as against 6,825 tons; cynamide, 
300,100, as against 4,800 kiliogrammes, 
and of calcium carbid, 3,092, as against 
The export of matches has 
decreased from 420 tons in October, 
1919, to 284 tons the same month of 
this year. The export of fresh herring 
500,000 kiliogrammes, as against 
20,000 last year; of klip-fish, 5.7 million 
kiliogrammes, as against 3,000,000, and 
of salted spring herring, 19,932,700 kilio- 
grammes, as against 4,691,600. The ex- 
port of canned goods increased from 
1,850,500 kiliogrammes in October, 1919, 
to 2,897,800 kiliogrammes the same 
month of 1920. 

At the time that exports are 
ijucreasing imports are decreasing to a 
noticeable extent. The import of 
woven materials decreased from 1,447,- 


i255 tons. 


Was 


same 


700 to 277,900 kiliogrammes; of cotton 
mianufactures, from 1,048,900 to 246,000 
kiliogrammes, and of silk manufactures, 
from 201,000 to 95,000 kiliogrammes. 
On the other hand, the import of 
woolen materials increased from 140,- 
400 to 180,700 kiliogrammess. The im- 
port of barrels of wine decreased from 


1,323,500 to 996,900 kiliogrammes 
——o 


French Finance 

In response to questions submitted by 
its Paris correspondent to a French 
financier competent to answer author- 
itatively, the Bankers Trust Company 
has obtained detailed authoritative in- 
formation about France’s expenditures, 
foreign credits and the national debt. 





This information discloses that ex- 
traordinary expenses of 26 billion francs 
in the 1920 budget, and 22 billions in 
the proposed budget for 1921 repre- 
sent expenses already incurred in the 
restoration of France and those which, 
it is estimated, will be incurred in 1921. 
Of the total amount 37% billions are 
set down as being recoverable in the 
execution of the treaty of peace. 


Asked what plans had been contem- 
plated by the Government in event of 
Germany’s payments not being sufficient 
to meet these expenditures the Bankers 
Trust Company’s informant replied that 
the Allied powers would hardly coun- 
tenance the eventuality of a refusal by 
Germany to pay a debt which she had 
recognized under the terms of a treaty. 
In case of delayed payment, he said, 
work of restoration might be hindered, 
but the security of French rentes, upon 
which money has been advanced for 
this work, would not be affected, as the 
interest charge is provided for out of 
taxation. 


Ceeemeeet © ane 


Cuban Situation 
Reports from Cuba indicate that re- 
adjustment and settlement of vexing 
problems is proceeding satisfactorily. 
The first fears and hysteria have about 
disappeared. Public extravagances have 

given way to greater caution. 








Foreign Exchange Quotations 
The foreign exchanges nearly all suffered some decline since September 27. 
The changes are shown by the following table: 


Rate 
Unit in cts. 

value Sept. 27 
ee, ee .2382 1163 
OS IEE OT eee 1930 .0420 
rT ere 1930 .0706 
PORE. . duinsnones .1930 .0668 
Le . eae 4:8665 3.4925 
Switzerland......... .1930 .1608 
atc BR ee .4220 .3108 
RROINEIE. «osu ean .2680 1375 
ee ere 2680 .1400 
eS ee 2680 .1970 
ee ee . .1930 1445 


Change from 





Rate Rate previous week 
in cts. in cts. po an —, 
Dec. 23 Dec. 29 Up Off 
0138 0137 rear 0001 
0341 0335 0006 
0623 0615 .0008 
0591 0584 .0007 
3.5225 3,5150 oie .0075 
1517 1518 .0001 ver 
3137 .3130 secs .0007 
1515 .1590 0075 a 
.1500 .1590 .0090 
1975 .1990 0015 
1295 1320 0025 
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From a Reporter’s Diary 
Conditions as They Are Found by Members of the Staff 


the public realizes that purchases 
of income are the most sensible 
ones to make at this time. 


L week’s market proved that 


The forecast for the bond market 
by virtue of last week’s indications is 
early improvement on rather substan- 
tial scale. 


The passing of Anaconda dividend 
and reduction of U. S. Smelting pay- 
ment was not looked upon as evidence 
of real weakness but rather disappoint- 
ment of payment due. 


Standard stocks are selling well be- 
low intrinsic values but big men of 
the financial district are disposed to 
disregard pessimistic talk and look for- 
ward to a good year. 


The stock market of today tells the 
story of both fright and doubt. 

The authorization was granted last 
week by Interstate Commerce Commis- 
sion for the drawing up of contracts 
between American Railway Express 
Company and the railroads to supplant 
existing contracts between the roads 
and the companies which have been 
merged into American Railway Ex- 
press. 


Call money at mid week last was at 
7 per cent. in striking contrast to 18 
per cent. the same time in the pre- 
vious year. 

Pierce-Arrow Company reports pick- 
ing up of sales and while the company’s 
truck business is rather dull orders 
have been placed for about 700 new 
model passenger cars. 


Cotton tried valiantly to rally last 
week on profit taking by shorts but 
the closing each day was soft. 


The falling off of sales of Sears-Roe- 
buck and numerous bank failures in 
the west together with poor collections 
are given as the high points in ex- 
planation of the weakness of the stock 
of late. 

There is a report from Mexico dis- 
trict of Saultillo that oil in paying 
quantities has been struck by Sinclair 
Consolidated Oil Company in a wild cat 
well drilled in the State of Coahuila. 


Steel Business 


The /ron Age says: “In taking ac- 


count of conditions as the new year 
comes in, the iron and steel trade sees 
no prospect of a buying spurt for some 
weeks. The flood of shipments from 
the mills of accumulated and current 
output following the release of cars re- 
stricted up to that time to coal carry- 
ing, has placed in large consumers’ 
yards somewhat more material than 
they were able to dispose of, especially 
with the curtailment in general demand. 

“This condition has encouraged the 
postponement of buying. Until a be- 
lief in the fairness and stability of the 
present prices is established, no return 
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to activity appears likely. The inde- 
pendent makers consider they have 
done their part by discounting reduced 
manufacturing costs when they dropped 
to the Steel Corporation price levels.” 


Panhandle Lease Approved 


The Pennsylvania railroad announces 
that at the stockholders’ meeting of the 
Pittsburgh, Cincinnati, Chicago & St. 
Louis Railroad Company (the Pan 
Handle) in Pittsburgh to vote on the 
lease of the company’s property to the 
Pennsylvania railroad, 828,778 shares, 
which at par aggregates $82,877,800 out 
of a total of $84,518,322 of capital stock, 
voted in favor of the lease. 


Carbon Steel 


The directors of the Carbon Steel 
Company passed the.quarterly dividend 
on the common stock. The issue has 
been on an 8 per cent. per annum basis. 
Charles McKnight, president of the 
company, said “that the dividend was 
passed in view of the present condi- 
tions in the steel business and the in- 
definite outlook for the future.” 


Earnings Statements 


For the month of November the Ca- 
nadian Pacific Railway reports gross 
earnings of $23,799,146, which is an in- 
crease of $6,432,297. Net earnings for 
the same month are $4,073,010, an in- 
crease of $1,223,201. 

The New York Dock Company re- 
ports operating revenue for the month 
of November of $501,815, an increase 
of $54,327. Net revenues for the same 
month are $197,320, an increase of $38,- 
498. 


Operating revenue of $1,060,261 for 
the month of November is reported by 
the Third Avenue System. This is 
compared with $795,364 earned the same 
month last year. Net operating reve- 
nue for November of this year is re- 
ported as being $184,695, as compared 
with $222,741 earned the same month 
last year. 


The Texas & Pacific reports oper- 
ating revenue for the month of No- 
vember of $3,981,422, an increase of 
$693,550. Operating income of $408,689, 
a decrease of $30,366. 

Operating revenue of $12,683,820, an 
increase of $1,537,632, is reported by the 
Southern Railway for the month of 
November. Net income of $522,311, an 
increase of $218,433 is also reported for 
November. 

The Interborough Rapid Transit 
Company reports for November a 
deficit after interest, rentals, etc., in- 
cluding Manhattan guarantee of $261,- 
430, against a deficit of $155,227 in No- 
vember, 1919. 

For the five months ended Novem- 
ber 30, deficit after interest, etc., $2,- 
381,357, against a deficit of $1,898,196 


same peried a vear ago. 








The Best Thought in 
Wall Street 


MADE AVAILABLE 
TO YOU FREE! 


Valuable literature on secur- 
ities—the financial and industrial 
situation, foreign trade, etc.—is 
being constantly issued by in- 
vestment houses. 


There is only one place where 
all current literature is assem- 
bled for your convenience. This 
is in 


Investors’ 
Book of Booklets 


The current issue reviews hun- 
dreds of booklets and circulars 
of which the following are only 





a few: 
European Financing in the United | 
States 
Tax on Sales idea Sweeping the 
Country | 
Essentials of Trading with Latin- 
America 


Highly Marketable, Well Secured, 
Liberal Yielding Long Term 
Bonds 


St. Louls-San Francisco Rallway 
Four Copper Companies 
American Car & Foundry 

Bank Catechism 

Investment Opportunities 
Gibson’s Monthly Forecast 
Pennsylvania Railroad Company 
Group Investment Suggestions 
New York State Income Tax 
Four Copper Companies—Utah, 


Nevada, Chino, Ray 
$2.00 a year—less than 17c. a 
month—brings Investors’ Book 
of Booklets postpaid to your 
home or desk regularly each 
month. Pin your check or money 
to the coupon below. 
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Rudolph Guenther- 


Russell Law, Inc. 


25 BROAD STREET 


NEW YORK 
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The directors of American Chicle 
have passed the quarterly dividend of 
$1 a share on the common stock, due 
February 1. The last payment was 
made November 1. 


The Pere Marquette notwithstand- 
ing the fact that there has been a con- 
siderable falling off in business in its 
territory reports a November revenue 
at an increase of 4.25 per cent. 

Chicago & Eastern Illinois Railroad 
has placed a plan for the assurance of 
securities of a new company, before 
the Interstate Commerce Commission. 
This is the first case involving a rail- 
road reorganization to come before the 
commission since the passing of the 
Transportation Act of 1920. 

(Continued on page 45) 

















Fluctuations in Active Stock Prices 
(Concluded from page 14) 


Decrease from 


1917 1918 1919 1920 Tuesday 4yrs Yr’'s 
L H L H L4H L H L high high 
Kansas City Southern......... -- 25% 13% 24% #«»15% 25% 13 27% 13% 18% 17% 83% 834 
Kennecott Copper .............. 50% 26 41% 29 434g 27% 33% 14% 15% £15 34% 17% 
Lackawanna Steel ......-..... -- 103%, 68 914g 65% 1073%4 6214 913%, 45 4814 48% 59% 43% 
Lake Erie & Western............ 25% 84 11% 7% 133% 7 2434 8% 14 14 114 10% 
TE Ln ndekcsveecsese'es 79142 S0% 65% 53% 603g 4034 5644 3934 535% 5234 25% 2742 
Louisville & Nashville........... 13334 103 12434 110 12234 1047% 112% 94 984% 9714 35% 14% 
Maxwell Motors ..........-. ...- 613% 19% 42%4 27% 61 2634 38 2 2% 2% 595% 357% 
Mexican Petroleum ............- 10614 67 194 79 264 16234 222 148 15444 152% 109144 67% 
Miami Copper ..............-- .. 43% 25 33% 22% 32% 21 26 144% 15% 14% 28% 10% 
eee 6714 39% 61 41 62% 40% 5234 28% 30% 29% 37% 22% 
Missouri Kansas & Texas....... 11 34 634 43% 1654 4% 11 2% 25% 2% 14 8% 
Missouri Pacific ................ 34 1974 31% 20 38% 22% 31% 1% 16% = «16 22% 14% 
Montana Power .............. -. 114% 41 81144 64 84 54 6934 47%2 48% 48 66% 20% 
a Pre ee eee 161 79744 110% £90 139 107 125 97 99 97 62 26 
National Conduit & Cable....... 39 13144 21% #413 2434 8% 13 2 3 2% @36 10 
National Enameling & Stamping. 4634 24 544% 37% 883, 45 89144 45 46 454% 42% 43% 
aaa 63% 377% 6934 43% 9444 64 93% 63% 67 67 274% 26% 
Nevada Consolidated Copper..-. 263% 16 21% +# 16% 21% 13% 17% 8 854 84 17% 8/44 
2 & "ae 156 98 139 9842 145%, 91% 117% 66 75% 66 703% 42 
New York Central........... .. 103% 62144 845% 671% 8334 6634 84% 64% 70% 695% 33% 141% 
N. Y., Chicago & St. Louis...... 38% 10° 34 133% 33% 2334 66% 23% 53 53 1344 13% 
Se SS ” eee 5274 211%, 45% 27 407% 25% 37% 1514 167% 16% 36 20% 
Norfolk & Western............. 13854g 925, 112% 102 112% 95 10344 84% 9734 9634 40% 53% 
North American ............... 72% 39 57144 38% 67 47 61% 48 50 4914. 22% 1% 
Pere Peete 110% 75 105 81% 997% 77 957%, 663, 79% 78 30% 16% 
Pacific Gas & Electric.......... 6834 45 6834 45 75% 513% 61% 41% £47 46 28% 14% 
Pan-American Petroleum oath a 35 712%, 40 140% 67 116% 6714 73 71 6714 43% 
Pennsylvania .... eine 57% 40% 50% 43% 4814 397%, 455% 37744 39% 39 18 .6% 
Peoples Gas, Chicago. . .... 106% 35 61 395% 57 32 45 27 334% 32% ##73% Wy 
Pere Marquette oe ree Sore ae 187% Ol, 35% 12% = «32 14 1634 1554 20 15% 
Philadelphia Company ......... 34% 21 27% 24 26% 24 32% 20% 32%4 32% 2 ea 
Qo eee ‘Sign Ge 25 51%, 34 99 3834 827% 15 174% 163%, 8134 653% 
a eee es 8% .. oa 28% 16 23% «9 10 934 185% 13% 
Pittsburgh & W. Va....-..-.... 3534 173% 40 225% 4434 24 39% 21144 283%, 28% #«16 10% 
Pressed Steel Car............... 85% 49 73 55% + 109 59 11334 72 7444 744 39% 39% 
asd ahah oan & e-a.n 16744 106% i32% 100% #£=132% 110 124 95%4 103 101% 64%4 21 
Punta Alegre ...... er 29 51 29 98% 51 120 40 44 43 76 76 
Railway Steel Sorings.. : 58 36% 7814 45% 107% 68% 106% #£«=373 774% 77% 30 29 
Ray Consolidated Copper... .. 32% 19% 2614 19% 27%, 193%, 223% 10 lly 11% 20% 11% 
NE Blas gn canmdee aig dca -... 104% 60% 96% 70% 935% 74 103 6434 8214. 80 2134 20% 
Republic Iron & Steel........... 94% 60 96 723% 145 711%4 12434 55% 58% 57% 86% 65% 
St. Joseph Lead ................ a e - - 17 10 1734 10 11% 113%, 6 6 
St. Louis & San Francisco....... 26 12 17% 93% 2734 10% 33% 15% 20% 1934 135% 13% 
Seaboard Air Line. eves 18 7% 12 7 12 6% 11% 554% 53% 53% 12% 6% 
Beare Moenuck™ ....-....... . 239 12344 176% 13334 22914 16814 243 85% 93% 91% 14934 14934 
Sinclair Consolidated Oil. - 67% 25% 67% =$.2% 64% 41% 4834 20 21% +«22!1 451%, 26% 
Sloss Sheffield S. & I........... 7334 33% 71% # «39 89 46144 82% 43 444%, 44% 444%, 37% 
Southern Pacific .............. 9814 7534 110 8014 115 9174 118% 88% 96% 95% 215% 215% 
Southern Railway ..........-... 33% 21% 34% 20% 33 20% 33% #18 21% 20% 13% 12% 
Studebaker ..................... 110% 33% 72% 33% £151 4534 126% 37% 411%4 40% 109%4 84% 
Beer eee 104%4 20% 94 20% «10 19 8% 85% 844 483%, 10% 
Superior Steel ............ pees ae 28 4554 341, 54% 32 60 41 43 4234 17 17 
po. 8054 25 82% 4814 115 725% 9514 46 4844, 40 6634 47% 
Union Pacific ............ .-+.. 149% 101% 13734 10934 138% 120% 129% 110 117% 115% 32 12% 
i | ee h6U6U CC 16614 116% 215 157 224 17 192 188 32 32 
eee Mee, GRP....5+..05...... Be 41%, 21% 4, 15% 7% 15% 7% 9% 94 1% 54 
United Retail Stores........ ia a _ mn .. 119% 80% 9614 45% 497% 4854 6934 465% 
U. S. Food Products....... .... 44% 113%, 6434 33 913% 49 783% 15 16% 15% 75 62 
U. S. Industrial Alcohol......... 171%, 98% 137 96 166% 97% 116% 485% 6134 60%4 10934 545% 
UB) SR Se 67 45 80% 51 139% 73 14334 53 56% 55 8714 87% 
U. S. Smelting & west . 6734 40 5034 36 78% 43% 76 2914 32 30 46% 44 
OS i eee --. 1364, 79% 116% 86% 115% 88% 109 76% 78% 77% 58% 30% 
Utah Copper ...... ae _ 118% 70% 93 71%, 9714 65% 8034 44% 47 4534 7134 4334 
Vanadium Corporation ............. = - 66%4 37% 9534 28% 31 30 643, 641% 
Virginia-Carolina Chemical...... 46 26 6074 3334 92% 51 80% 2434 32% 31% 60% 47% 
EE See Ds deca wen wai (eae ini - a 33 20 25 5% 6% 6% 26% #«é18% 
I ee ie eins Sale wince ee beh 155% 7 12 7 13% 7% 13 7 7% 7 8% 55% 
wean Pee “AY... .......... cee ae 36% 4414 30% 38 20% «32 17 19% 19 38144 12% 
i ne 24 11 2434 «813 26 17 40 20%, 2434 24% 15% 15% 
Western Union ............ ......99% 76 9554 77% 9214 82 92% 80% 82% 81% 17% 10% 
Westinghouse A. B.............. 158 94%, 97%4 90 124% 93 118% 89% 92 917% 66 2514 
Westinghouse E. & M. ia» 3334 4712, 38% 59% 40% 55% 40 41 40544 18% 14% 
Wheeling & Lake Erie. ... 22% 8 1234 8 18% 73%, 16 84 9l4 9 1334 61% 
i tin Se ncew is seas 60 30 50 3634 86 45 6914 30% 33%, 32% 52%, 36 
Willys .......... yd vy wk 2 awe || 30 151% 40%, 23% 32 5% 5% 5% 347% 26% 
I etd is ox Vin keke eens. 100 69 89% 75 9874 8734 93 26 30 29% 70 63 
Rn ei ciauj-n aie wlacmsecale ....-. 84% 42 84% 42 104% 655% 82% 34% 38% 37 6654 43% 
Woolworth ....... reste. | | 8114 12814 110 13634 120 145 100 106 106 45 39 
Worthington ................... 37% 23% 69 34 117 50 95% 355% 43% 40 7654 54% 


*Stocks selling ex-dividend. 
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Reporter’s Diary 
(Concluded from page 43) 


S. O. of Cal. Employes’ Stock 

Following the example set by the 
Standard Oil Company of New Jersey, 
the Standard Oil of California has 
called a special meeting of its stock- 
holders to vote on a proposed cut in 
the par value of its capital stock. On 
March 20, next, the stockholders of the 
company wil! vote on the plan of the 
directors calling for a reduction in the 
par value from $100 to $25. They will 
also be asked to authorize $15,000,000 of 
additional capital. This new capital, it 
is announced, will be offered for sub- 
scfiption to employes. 


N. Y¥. Central Rail Orders 

The New York Central Railroad 
Company has placed orders for 175,000 
tons of steel rails for delivery through- 
out 1921. This total includes both 
definite contracts and reservations, of 
which 71,000 tons went to the Illinois 
Steel Company and 11,000 tons to the 
Carnegie Steel Company. The remain- 
ing 93,000 tons are still under negotia- 
tion. The major part of this, it is 
understood, will go to the Lackawanna 
Steel Company. A price of $47 per 
ton, the Steel Corporation’s level, will 
apply to the entire tonnage. 


California Petroleum Earnings 

California Petroleum Company re- 
ports a surplus for the nine months 
ended September 30, last, of $1,795,399 
after deducting all charges and federal 
taxes. This is equivalent after pre- 
ferred dividends to $7.67 a share on the 
$14,877,055 outstanding common stock 
and compares with a surplus of $1,489,- 
221, or $5.65 a share on the common 
reported in the preceding year. 


Alton Refuses Compensation 

Chicago and Alton Railroad has de- 
cided officially to refuse the govern- 
ment’s compensation offer of $3,178,314, 
which represents the road’s standard 
return. Directors asked for $4,592,500 
and state that compensation based sim- 
ply on standard returns does not ade- 
quately cover its needs. An appeal to 
the Court of Claims for the higher sum 
will be made. 


Stock to Steel Employes 

United States Steel employes will be 
offered the annual privilege of sub- 
scribing to common stock. It is re- 
garded as certain that the price will 
be much below that paid on the pre- 
vious offering when the largest amount 
ever subscribed was taken. The figure 
is expected to be between $80 and $85 
a share, compared with $106 in Janu- 
ary, this year, and the total sales equal 
to or in excess of the 175,000 shares sold 
in the 1920 campaign. 

Middle States Oil 

The. consolidated income account of 
Middle States Oil and subsidiaries for 
the quarter ended September 30, 1920, 


shows gross earnings of $2,524,157 and 
net earnings of $2,140,078. After dis- 
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bursing $764,594 as dividends, and set- 
ting aside $75,000 as reserves for Fed- 
eral taxes, etc., surplus for the quarter 
was $1,300,484. In the nine months to 
September 30, this year’s gross earn- 
ings total $8,084,605 and net income 
available for dividends of $5,610,458. 
Dividend disbursements in the third 
quarter were $764,594, compared with 
$879,210 in the first half of 1920, a total 
of $1,643,804, leaving $3,966,653 for sur- 
plus. The January 1 quarterly divi- 
dend will be paid to around 7,000 
holders of record, compared with 1,694 
a year previous. 


Motor Exports 
Exports of passenger automobiles 
from the United States for the year 
1920 far surpasses all records, says the 
National Bank of Commerce in New 
York, in the January number of its 
mazagine Commerce Monthly. In the 
first ten months 112,376 were sent 
abroad, as compared with 67,145 in 1919, 
the highest previous year, and 28,306 
in the fiscal year ending June 30, 1914, 

the highest pre-war year. 


“Shipments to all parts of the world 
showed remarkable gains, the numbers 
sent to the United Kingdom and Brit- 
ish India being especially noteworthy,” 
it is pointed out. “These sales have 
not only benefited American industry, 
but the widespread use of these cars 
will also facilitate the development of 
further trade in American automobiles, 
accessories, and parts.” 


The largest exports were to the fol- 


lowing countries, the bank’s figures 
show: United Kingdom, 18,154 cars; 
British India, 10,846; Canada, 7,369; 


British South Africa, 5,510; Cuba, 5,286; 
New Zealand, 5,099; Brazil, 4,968; Swe- 
den, 4,887; Dutch East Indies, 3,439; 
Argentina, 3,372; Uruguay, 3,267; Nor- 
way, 3,000. 
=) 
PERE MARQUETTE 

The Pere Marquette has been report- 
ing falling off in traffic for some time 
and this naturally is being reflected in 
the reports of net for the stocks. The 
reason is the collapse, comparatively 
speaking, of the motor industry. 


While the motor industry was in its 
prime, and even when it could be said 
to be running at normal, there could 
be no reason for the Pere Marquette 
not being able to report satisfactory 
earnings, but with the slump in the 
business, the one big source of traffic 
is limited. The road has been com- 
pelled to reduce working forces and to 
initiate other economies in an effort to 
bring operating ratio down. 


In the January issue of the com- 
pany’s publication, the president, Frank 
H. Alfred, says in part: 


“The Pere Marquette Railway is try- 
ing by tne only means at its command 
to withstand the economic shock of the 
after the war readjustment, which came 
with startling suddenness and dire ef- 
fect upon the industrial world, and it 


therefore became an imperative neces- 
sity to reduce the forces and otherwise 
cut down expenses wherever possible. 


“In the light of experience, therefore, 
it would seem that the reduction in 
traffic and the increased wages awarded 
by the Labor Board has not only more 
than offset the 10 per cent. increase 
granted by the Interstate Commerce 
Commission, but the entire 40 per cent. 
by a good margin. Possibly, if condi- 
tions in the business world had gone 
on as they were when the Labor Board 
and the Interstate Commerce Commis- 
sion were deliberating, the judgment 
of these two bodies would have been 
vindicated. Had this been so, there 
would not have arisen the imperative 
need of cutting down the working 
force. As I understand it, the condi- 
tions that menace the Pere’ Marquette 
Railway also haunt the other railroads 
of the country. 


The outlook for the stocks obviously 
is not bright. 
— (--— 


PACIFIC DEVELOPMENT 

When the world trade situation be- 
came involved one of the companies to 
suffer was Pacific Development, which 
recently passed its common dividend. 
The losses sustained were confined 
mainly to the subsidiaries operating 
outside the company’s Orient field of 
activity. The Pacific Commercial, 
which operates in the Orient, last year 
was able to earn about the full 8 per 
cent. dividend rate formerly paid on 
its capital stock. It is stated by the 
company that the losses sustained by 
the subsidiary, the International Vege- 
table Oil Company, will total about 
$1,000,000. This loss, it is known, will 
be absorbed and the corporation has 
been sold. The company states that 
liquidation of Hartmann Bros. is pro- 
ceeding slowly because of a large ac- 
cumulation of South American hides 
and wool. It may be said that it prob- 
ably will. be some little time before 
the affairs of Pacific Development can 
be brought back to an even keel. The 
losses last year were the first of a 
serious nature to be sustained in the 
history of the company. They were 
not the result of any failure on the 
part of the management, but were the 
result of unforeseen circumstances. 


a , a 


PEOPLE’S GAS 


In its most recent refusal to allow 
the increase in rates requested by the 
company the Illinois Public Utility Com- 
mission simply cuts off an annual in- 
crease in earnings that was expected 
to be sufficient to restore a fair profit 
on the stock. On the present cost of 
operation the company cannot expect 
to earn more than its fixed charges un- 
less operating cost falls considerably 
during the coming year. This stock 
once a favorite with western investors 
is now selling around $32 a share which 
is quite in contrast with the premium 
paid for it some years back. 
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DIVIDENDS 





FEDERAL SUGAR REFINING CO. 


December 21st, 1920. 
The regular quarterly dividend of One and Three- 
quarters Per Cent. (1%%) on the Common Shares and 
One and One-half Per Cent. (142%) on the Preferred 
Shares of this Company will be paid February Ist, 
1921, to stockholders of record at the close of busi- 
ness January 22nd, 1921. Transfer books will not close. 

PIERRE J. SMITH, Treasurer. 





INTERNATIONAL~ PAPER COMPANY 
New York, December 29, 1920. 
The Board of Directors have declared a 
regular quarterly dividend of one and one- 
half per cent. (144%) on the preferred capital 
stock of this Company, payable January 15th, 
1921, to preferred stockholders of record at 
the close ofe business January 7th, 1921. 
OWEN SHEPHERD, Treasurer. 





THE PACIFIC TELEPHONE AND 
TELEGRAPH COMPANY 
The regular quarterly dividend of One and 
50/100 Dollars ($1.50) per share on the issued 
Preferred Capital Stock of this Company has 
been declared to stockholders of record at 
the close of business on December 31, 1920, 
ayable on January 15, 1921, and the stock 
cok of the Company declared closed for 
Preferred Stock transfers from January 1, 
1921, to January 15, 1921, both days inclusive. 
T. V. HALSEY, Secretary. 





SUPERIOR STEEL CORPORATION 


December 20, 1920. 
At the regular meeting of the Directors of 
the Superior Steel Corporation a quarterly 
dividend of 14% was declared on the Com- 
mon Stock, payable February 1, 1921, to stoek- 
holders of record January 15, 1921. 
H_ D. SARGE, Secretary. 





December 20, 1920. 


SUPERIOR STEEL CORPORATION 


At the regular meeting of the Directors of the 
Superior Steel Corporation a quarterly dividend of 2% 
was declared on the First Preferred Stock, payable 
February 15, 1921, to stockholders of record February 
1, 1921 H. D. SARGE, Secretary 





. _ 4 » 
United Gas & Electric Company 
New York 

December 23, 1920 

The Board of Directors have this day declared the 
regular semi-annual dividend of two and one-half per 
cent. (2%%) on the 5 per cent. preferred stock of the 
Company, payable January 15, 1921, to stockholders 
of record December 31, 1920. Dividend checks will 
be mailed. J. A. McKENNA, Secretary. 


61 Broadway, 





PREPAID RECOMMENDATIONS 


From the recommendations that 
lave come under our observation we 
would hardly consider the Bureau of 
Investigated Values one 
fitted to suggest to investors what are 
good buys. If precedent means any- 


thing, we feel certain that the majority 


particularly 


of their recommendations will turn out 


disappointments to those who follow 


their advice. The concern goes amony 


new promoters and for a fee per 
recommendation undertakes to help 
them sell stock. It stands to reason 


that such a scheme, financed as it is by 
people interested in the sale of securi- 


hardly 


ties, can give sound and disin 


terested advice. 


Buy Now—Buy Income 


BOND NOTICE. 





$50,000 
SUSSEX COUNTY, DELAWARE 
NOTICE OF SALE OF BONDS 

The Board of Education of Lewes Special School Dis- 
trict, Sussex County, Delaware, will receive sealed bids 
for any part or all of an issue of Fifty Thousand Dollars 
($50,000.00) bonds authorized to be issued by said Lewes 
Special School District, by virtue of the provisions of 
the general School Law of the State of Delaware. 

Said bonds will be in $1,000.00 denomination, will be 
dated January 1, 1921, and will bear interest at the 
rate of five per centum (5%) per annum, payable semi- 
annually on the first days of July and January. The 
first two of said bonds will be due and payable January 
1, 1922; and thereafter two of said bonds will be due 
and payable on the first day of each succeeding January. 
No bid will be accepted at less than par, and the right 
is reserved to reject any or all bids. 

Certified check for ten per cent. (10%) of amount of 
bid must accompany each bid. 

3ids will be opened in the presence of bidders or 
their representatives at the office of Napoleon B. Rezis- 
ter, President of the Board of Education of said Lewes 
Special School District, in the town of Lewes, Delaware, 
on Saturday, the 15th day of January, A. D. 1921, at 
two o’clock in the afternoon. 

LEWES SPECIAL SCHOOL DISTRICT. 
(Signed) N. B. REGISTER, President. 
(Signed) H. S. RAUSCH, Secretary. 


NEW HAVEN 

Rather than proceed with the 
New Haven trial to determine whether 
they are legally responsible for the 
mismanagement of the property by the 
Mellen administration, brought by a 
stockholders committee, the directors 
have settled the suit out of court by 
the payment to the company of $2,- 
500,000. The road is enriched to this 
extent but it only represents a tithe of 
what the property was milked of. It 
would have been very interesting to 
have this suit tried to establish the le- 
gal responsibility for the plight in 
which the property found itself. The 
settlement of this controversy failed 
to arouse the stock out of its inertia. 
daa 


ROYAL DUTCH 


Those who make a calm and dispas- 








sionate study of economic conditions 
and do not themselves to be 
swayed or bothered by current rumors 
and gossip, have asserted that much of 
the weakness in the price of Royal 
Dutch is the result of the financial 
situation in the adopted land of the 
late Emperor of Germany. Others con- 
fess that the situation puzzles them. 
The financial editor of one of New 
York’s evening papers suggests that 
there is strong possibility that Royal 
Dutch may be absorbed by a talked 
of merger in Mexico. The fact that 
the American Government has not been 
disposed to help American capital inter- 
ested in holding oil powers, and has 
allowed Great Britain to steal several 
marches on us, may have something to 
do with the action of Royal Dutch, 
this authority suggests. 
——o 
ARMSTRONG CORK 
The Armstrong Cork Company has 
sold $6,000,000 ten-year 7% gold notes, 
due January 1, 1931, at a price to yield 
780%. The company is one of the larg- 
est manufacturers of cork and cork 
products in the world. It owns and 
operates six factories in the United 
States and fourteen receiving stations 
in Spain, Portugal, Algeria and France. 


allow 





Articles manufactured are cork products 


of all insulation and linoleum. 
Net earnings applicable to interest 
charges on this issue for 1919 amounted 


to $2,656,897 while charges will amount 


kinds, 


to $420,000 per annum at the maximum. 
The notes are a direct obligation of the 
company and are additionally protect- 
ed by requirements as to the ratio of 
current assets which must be main- 
tained at all times. During the past 
ten years over $8,000,000 has been put 
back into business out of earnings. 





ewer 
OPPORTUNITIES 

Whitney and Elwell, in their letter 
of Dec. 29, say in part: 

We agree that, looking at the situa- 
tion from a broad viewpoint, oppor- 
tunities to purchase will present them- 
selves for some time. By that we mean 
the following: The industrial average 
has declined from 119.63 to 66.75—over 
fifty points. Before it can hope to 
again approach previous high levels, if 
it ever does, it should for some months 
fluctuate within a range of ten to fif- 
teen points. If conditions develop so 
that we are warranted in expecting an- 
other broad bull movement in indus- 
trials that would carry the average 
back to above 115, there would still be 
much to be gained by buying industrial 
stocks with the average say at 80. We 
are afraid, however, that many inves- 
tors have got it into their minds from 
such discussions as outlined above that 
there are always two opportunities to 
purchase stocks at about the bottom 
of any liquidating movement, the first 
marked by tremendous volume and dis- 
organized selling, the second by dull- 
ness. 








The 
Modern Trust 
Company 


By Kirkbridge & Sterrett with 
introduction by 
H. PARKER WILLIS 
Just off the press and the greatest 
book on Trust Companies that has been 
published in years, 
Functions—Organizing 
Membership in Federal Re- 
serve 
Officers Banking Department 
Use of Federal Reserve Sys- 
tem 
Credits and Credit Depart- 
ment 
Tax Dept.—Operating Costs 
Statistical Dept—Foreign 
Banking 
Corporate Trust Dept. 
Individual Trust Dept. 


Investments — Commercial 
Paper 

Safe Deposit Dept.—Savings 
Fund 

Life, Fidelity & Title Insur- 
ance 


Suretyship—Accounting 
Miscellaneous Subjects 
Appendix—Bibliography 


Only $6.90 postpaid 
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FOREWORD 


Intelligent and successful investing is based upon a thorough knowl- 
edge of security values. 
_ Such knowledge is _best acquired by reading constructive financial 
literature, prepared by individuals who are authorities on their subjects. 
Every week we list many instructive booklets, circulars and periodicals 
on investment and other subjects published by reputable investment 
bankers, which we believe will be of interest and benefit to our subscribers. 
Below is a list of literature now available. 
. To obtain any of the booklets write to the issuing houses and mention 
The Financial World” and the date in which the literature you desire was 


listed. 
ON BONDS 
New England Power Co. First Mortgage 5% Bonds.— 
| Descriptive circular. William West & Co., 27 Pine St., 


New York. 


Long-Term Bonds Yielding from 6.50% to 8%.—Descriptive 
—: Lyman D. Smith & Co., 34 Pine St., New 
ork. 


U. S. Steel 5s—A special article discussing their invest- 
ment position. Shonnard, Mills & Co., 120 Broadway, 
New York. 


European Government and Municipal Bonds, Some Yield- 
ing as High as 11%.—Descriptive circular. Merrill, 
Lynch & Co., 120 Broadway, New York. 


Cerro de Pasco Copper Ten-Year Convertible 8% Sink- 
ing Fund Bonds.—Descriptive circular. Bonbright & 
& Co., 25 Nassau St., New York. 


Municipal Bonds Yielding from 514% to 61446%.—Special 
descriptive circular. Lawrence Chamberlain & Co., 
115 Broadway, New York. 


Arkansas Valley Railway, Light & Power 744% Bonds.— 
Special circular. H. M. Byllesby & Co., 208 South La 
Salle St., Chicago, III. 








H ON STOCKS 


Mexican Eagle Oil—Descriptive circular. Sutro Bros. & 
Co., 120 Broadway, New York. 


| Famous Players-Lasky.—A circular describing the history, 
property, earnings, etc., of this company. Thomas 
H. Cowley & Co., 115 Broadway, New York Citv. 


MISCELLANEOUS 


Railroads.— An important letter on our transportation 
system; their outlook and securities. C. I. Hudson & 
Co., 66 Broadway, New York. 

Security Register.—Register enabling investors to keep 
themselves posted as to dividends, interest dates and 
miscellaneous financial items. H. M. Jacoby & Co., 
51 Liberty St., New York. 

“The Care of Securities.-—A booklet intended for careful 
investors dealing with this subject. Guaranty Trust 
Co., 140 Broadway, New York. 

“How to Make Money and Keep It.”—A special booklet. 
American Institute of Finance, 15 Beacon St., Boston, 
Mass. 

“Water-Power.”—A booklet describing the tremendous 
development in hydro-electric power. Harris, Forbes 
& Co., Pine St., corner William, New York. 

“1921 Investments.”—A booklet devoted to this subject 
H. M. Byllesby & Co., 208 South La Salle St. 
Chicago, IIl. 
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ST. LOUIS QUOTATIONS 
Mark C. Steinberg & Co., Boatmen’'s 
Bldg., St. Louis, Mo. 


Stocks 


American Bakery com .......... 
American Stove Co .......sccvscses 
Central Coal & Coke com onde hed t 


Central Coal & Coke pfd. 
Certain-teed Prod Corp ist Dp fd. 
Certain-teed Prod Corp 2d pfd. 


Chicago Railway Equipment Co.. 
Consolidated Coal Co .......... 
Fulton Iron Works pfd ........ 
Fulton Iron Works com ........ 52% 
Hamilton Brown Shoe Co ...... 2 


Hydraulic Press Brick pfd 
Hv‘reanulie Press Brick com 


Laclede Steel com .........2.... 


Missouri Portland Cement 


National Candy Co com ........ 
National Candy Co Ist pfd ...... 


National Candy Co 2d pfd 


Rice Stix D G Co com......... 


Rice Stix |D G Ist pfd...... 
Rice Stix D G Co 2d pfd 


St Louis Cotton Compress Co.... : 
St Louis Rocky Mt & Pacific.... 3 


United Railways Co com ...... 


United Railways Co pfd ........ 
Wagner Electric Co ............ 


Western Cartridge Co 


Bank Stocks 


Pee TO 4665665 ntesese we 
First National Bank .......... 2 
Mercantile Trust Co ..........-8 25 
National Bank of Commerce ...,.131 


Bonds 


City of St Louis 4s, 1928-29-31.. 
City of St Louis 4%4s, 1935 ...... 
East St Louis & Sub 5s, 1932.... 
General Baking Co 6s, 1936..... 
Kansas City Home Tel Co 5s, '23. ! 
Laclede Gas Ref & Ext 5s, 1934. 7 
Laclede Gas Co 7s, 1929........ 83 
St Louis & Sub Ry Gen 5s, '23.. ° 
St Louis & Sub Ry Ist 5s. 1921.. 92% 
St Louis Transit Co 5s, 1924.... 28 

Un Elec Lt & Pr Co Ist 5s, '82.. 75 
United Railways Co 4s, 1934.... 





PUBLIC UTILITY QUOTATIONS 
H. F. McConnell & Co., 65 Broadway, N. 
Amer Light & Trac com........ 
Amer Light & Trac pfd ........ 
Adirondack Pr & Lt com........ 
Adirondack Pr & Lt pfd ........ 


*American Gas & Elec com.... 


*American Gas & Electric S-- oso 


American Power & Light com. 


American Power & Light pfd.... ¢ 58 
American Public Utilities com. 
American Public Utilities pfd.... 


American Waterworks Elec 


Am W W & E participating pfd.. 
American W W & E Ist ores 


Carolina Power & Light com. 


Cities Service Com ......++-+++5.-- 2 


Cities Service pfd ............ 
Cities Service Bankers Cert.. 


Cities Service 7% Series B, ‘66.. 
Cities Service 7% Series C, '66.. & 


Colorado Power com 
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Be 2. eae 74% 7 

hy Re ere 73% 7 
2 Ee Se 2. aa 18% 1 

N Yy Pere 184 1 
ok eae eee 10% 1¢ 
ae 2 SA 91134 9 
Se SS ree 6778 6 
oe eee roe any 5 
Nor Pacific ........ 854 & 


Colorade Power 9f4 . ....<s-cesse ris) 


Commonwealth Pr Ry & L com.. 


Commonwealth Pr Ry & L pid.. 28 
Denver Gas & Elec Gen ds,...... 74 
Electric Bond & Share pfd...... 78 
Empire District Electric pfd.... 55 


Federal Lt & Trac COM........0.- 


Pecderal 1A B TRAC PEG ccccrsccvs 45 
Gas & Electric Securities com... .250 
Gas & Electric Securities pfd.... 653 


Northern Ohio Electric com...... 

Northern Ohio Electric pfd ...... 

Northern Ont Lt & Pr com...... 10 
Northern Ont Lt & Pr pfd ...... 45 
Northern States Power com.... 36 
Northern States Power pfd ...... 74 
Pacific Gas & Electric pfd........ i7 
Republic Ry Light Co com...... \ 
Republic Ry & Lt Co pfd........ 15 


Southern California Edison com.. 85 
Southern California Edison pfd.. 9%: 


*Standard Gas & Electric com.. 


*Standard Gas & Electric pfd.... 30 


Tenn Ry Lt & Pr Com......+0+. 
Tene By TA BPE PRs ccess ccc. 
United Light & Rys com........ 17 
United Light & Rys Ist pfd.... 48 
Western Power com ..........-- 18 


Western Power pfd ............ 58 


*Par value $50. 
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TOBACCO STOCK QUOTATIONS 
Bristol & Bauer, 120 Broadway, New York City 


Stocks Bid 
American Cigar com ...........- 75 
American Cigar pfd ............- 7! 
British-Ameri°an Tobacco ...... 12 
George W. Helme com.......... 140 
George W. Helme pfd .......... 88 
Re errr rrr 
J. B. WE BEE x vie wwe sccesccicws f 
MacAndrews & Forbes com...... 100 
MacAndrews & Forbes pfd ...... Th 
Porto Rican Amer Tobacco...... & 
R. J. Reynolds “B” .......0.0.. 31 
Fé pa sews ccces 80 
R. J. Reynolds pfd ............ 9 
Weyman-Bruton com ........-- 150 
American Tobaceo Scrip ........ 93 
Tobacco Product 8% Scrip ...... 86 


Porto Rican Amer Tobacco Scrip. 80 


New York Stock Exchange 


. A Be ee 32% 

a So” eae ee 4, 
RTE, eos eara ke cater 41% 
ee 2 ...sciacte bes 12 

| EX eee 39% 
EMR. wav esis dee 353% 38635. 
a | RS SRR ee ee 9% 9 
. ™ ee 57% #56 
Premmea @tecel ©... ...... 80 79 
aa: 105% 103% 
EI ED is i's ao Ss bees 33 

ee si wine ae oe nx 79% 67 
freee 11% 11 
ie OS ere 27% 8627 
Se ee 3614 3514 
EO eae: 11 10 
ae 2% 
eS eee 6% 5% 
PE BOD nas obeneseones 165% 16% 
ee ea 4% 4 
PPD. sectvethininc se 100% 99% 
ee Ns 6 ks cisco Kae 26 25% 
ie. & ee 23% 28 
i _* ee 58 57 
_ i eee ae 7% 156 
fh Ee eae 105 101% 
EEE ss sds ao edie 43% 

oo Bol 2 re 6% 61 
SER. als cco a As wae 44 483% 421 
ee ea ivicvensnceadc 17% «=—«16% 
OE | eee 119% 118¥ 
Sn Se On os ss men abe 10% 10% 
Ls “Sy a ea 80% 29% 
J aes 79% %&% 
Oa eee 48% 46% 
2 eee 341% 33% 
SEE N's Send baad eee R% 8 
OD hin 6s wh 4 Sw sw 27% 2 
A ee HY 5t 
eee oo 34 33 
Jf . ee eee 4% 41 


As of close of December 29, 


STANDARD OIL ISSUES 


Carl H. Pforzheimer & Co., 25 Broad St., 
Anglo-American Oil Co Ltd. - 16% 
Atlantic Refining Company .... 900 
Atlantic Refining Company pfd 103 
Borne-Scrymser Company .... : 390 
Buckeye Pipe Line .......... 80 
Chesebrough Mfg Co Cons...... 170 


Chesebrough Mfg Co Cons pfd. 7 


Continental Oil Company ...... 103 
Crescent Pipe Line Co ........ 26 
Cumberland Pipe Line Co .... 120 
Eureka Pipe Line Co ........ 74 
Galena-Sienal Oil Co pfd new. 5 
Illinois Pipe Line Co.......... 155 
Indiana Pipe Line Co ........ 81 
International Petroleum Co Ltd 15% 
mational Transit Co ......00.< 22 
New York Transit Co ........ 150 
SE ETE ein Sow 5 os wekekd Bae 265 
Peun-Mex Wel Co ...cccccccce 33 
Prairie Oil & Gas Co ........ 440 
Prairie Pipe Line Co'.....<..« 173 
Solar Refining Co ............ 35 
Southern Pipe Line Co ...... n§ 


Standard Oil Co of California.. 293 
Standard Oil Co of Ind $25 par 66 
Standard Oil Co of Kansas.... 540 
Standard Oil Co of Kentucky. 400 


Standard Oil Co of Neb...... ro 
Standard Oil Co of N J $25 aed 150 
Standard Oil Co of N J pfd.... 108% 
Standard Oil Co of N Y........ ! 325 


Standard Oil Co of Ohio ... sin 
Standard Oil Co of Ohio pfd.. 102 


Unateon Tank Car CO ..c00ccccr 99 
Union Tank Car Co pfd........ 93 
wii J i eae 280 
Washington Oil Co ........... 30 


Miscellaneous Oil Companies 


Atlantic Lobos Oil Co com.... 29 
Atlantic Lobos Oil Co pfd.... 70 


ROUGGR OO TOD 6 .sscsees.c% sve 5 
Fik Rasins Cons Pet Co...... 7 
be 92 
Magnolia Petroleum Co ...... 165 
Merritt Oil Corporation ...... 10% 
Midwest Refining Co ........ 136 
Mountain Producers .......... 8% 
Northwest Of] Co ...ccccccess 20 
Salt Creek Prod new .......... 9Y, 
Sapulpa Refining Co .......... 4% 





DIVIDENDS DECLARED DEC. 23-30 
Rate Pe- Stock of Pay- 

P.C. riod ag egg 

Abitibi P & P com..$1.50 Q Jan. 


Amer Bank Note com.$1 Q Feb. 
Amer Shipbldg pfd.. 1% Q Jan 
Amer Shipbldg com.. 14 Q Jan 
Corn Prod Ref pfd. 1%4 Q Jan 
Corn Prod Ref com. 1 Q Jan 
Masschus’ts Gas com 14 Q Jan 
Pitts, CC & St L.... 2 Q Feb. 
Steel Prods pfd..... 3 S Jan. 
Vir-Caro Chem pfd.. 2 Q Jan. 
Vir-Caro Chem com. 1 Q Jan. 


Extra Dividends 


Corn Pro Ref com ext % oe SOR. 


Am Shipbldg com ext 2y, Jan. 
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U. 8S. BOND QUOTATIONS 
Cc. F. Childs & Company, 120 Broadway, New 


York. 
eo Le OE A eee 100 
Fe 103 
Panama 2s, Aug’36-Nov’38 ...... 100 
Panama 3s, June, 1061.......... ae 
Conversion 3s, 30 yrs date issue. 78 
Liberty 314s, 1932-47 .......... 89 52 
Liberty Ist 4s, 1932-47.......... 85. 
Liberty 2d 4s, 1927-42 .......... 84.10 
Liberty 1st 4%4s, 1932-47 ...... 85.80 
Liberty 24 4%s, 1927-42 ........ 84.60 
Liberty 3d 4%s, Senti15’28 ...... 87.14 


Liberty 4th 4%s, 1923-38 ........ 855 
Victory 83%s, 1922-23 .......... 94.94 


Victory 4%s, 1922-23 ........... 94.96 
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Buy Now and Buy Income 


sme HAT is about the best advice anyone can give to any investor 
S at this time. And it is safe to say that anyone who follows’ it 
religiously will be in a most satisfactory position at the close of 

another year. 


That the advice is sound, is proved by the fact that so many people are 
offering it. In all quarters in the Street, where advice and not tips is being 
handed out in answer to inquiry, the response is—pick out securities whose 
dividends seem certain, and whose income yield at current prices is high, 
and buy now. 


It was “The Financial World’ which first adopted the slogan as the 
best guide for investors during these days of business stress. We believe 
in service. 


Many investors are holding securities that have fallen into 
evil days. They are at a loss to know just what to do; whether 
to repurchase at the present low levels, or whether they should 
exchange into other securities. Arnold Bennett Pendleton’s 
article in the forthcoming issue will do much to solve the 
problems of this particular type of investor. 


Not a week goes by without a careful digest of the important 
news of the week, and a review and forecast based upon the 
survey. The Kernels of the Week’s News in the coming year will 
be of vital help to every investor. 


If you want to be kept in touch with what is going on in the 
markets, it will pay to read the Bulls and Bears Department every 
week. It is one of the important features. 


Every page of the forthcoming issue will be alive with the vital facts 
which investors want to have presented to them. That is assured. Space 
will not permit of reference here. The promise will have to suffice. 


will bring this issue of “The Financial World” and 51 others 
during the year. This includes the full privilege and bene- 
° fits of the SUBSCRIBERS’ PERSONAL ADVICE SERVICE. e 


——_ = —— — — — FILL OUT AND MAIL TODAY — — ——— — —~ — —- + 


THE FINANCIAL WORLD 
29 Broadway, N. Y. 


Find enclosed $10.00 ir payment of 
above offer, which includes the priv- 
ilege of the Personal Advice Service. SN i atl e ami cee knuiieeedern kunennnnnneene 
































There Are Many More $26,000 Investors 
Who Exclusively Read 


THE FINANCIAL WORLD 


They are staunch admirers and champions of its independent, fear- 
less and conservative policy. 


Our policy is to serve them in a useful capacity, and how this is 
done is shown by the following: 


“T have been appointed executor of an estate in which there is 
available for investment $26,000. Will you kindly submit a 
list of securities which you believe attractive, giving due consid- 
eration to the yields, and mention two reliable firms through 
whom to open this account, located in or adjacent to this city. 


Appreciating your courtesy, I am, 
Yours very truly, 


(From a Pittsburgh Subscriber) 


Cultivate this field of confidence. It is rich in productivity, espe- 
cially at this time when the thousands of subscribers of The Finan- 
cial World, belonging to the most conservative class of investors, 
are thinking about investing their funds. 


The very nature of The Financial World advertising and editorial 
policy directs them to put their capital in sound securities through 
conservative investment bankers, such as are only permitted to use 
our columns. 


Advertising appearing in The Financial World must have character 
behind it, first above everything else. 


Start the New Year right with your advertising. 


Start it in 


THE FINANCIAL WORLD 


oa cant for membership in 
the Audit Bureau of Circulations 








